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*.*The Bank publishes from time to time in this 
MonTHLY REVIEW signed articles by exponents of 
different theories on questions of public interest. 
The Bank is not necessarily in agreement with 
the views expressed in these articles. 


The Economic Outlook in Central Europe 
By Dr. Gerhard Schacher 


I 


HE economic, and particularly the politico-commercial, 
T efiec of the occupation of Austria upon the situation in 

Central and South-East Europe—that is to say, upon the 
entire territory comprising the States between the Sudeten 
Mountains and the Black Sea—is deserving of careful attention, 
especially on the basis of careful statistical analysis. It must 
not be overlooked that the union of Austria to Germany 
involves perhaps the most important geographical and economic 
alteration of the European map since the Peace Treaties. An 
entirely independent economic territory, with a great tradition 
in foreign trade, has indeed disappeared as such from the map. 
The question therefore arises whether, and if so in what 
measure, the extension of the frontiers of German economic 
territory through the annexation of Austria impairs the eco- 
nomic and commercial structure of Germany as now enlarged. 
Also, if one desires to form a general and correct idea of the 
present economic importance of Greater Germany, particularly 
in the Danube Basin, it is doubtful whether this can be done 
merely by aggregating the sum-total of the foreign trade of 
Germany and Austria. 

In order to elucidate the question, it is necessary in the 
first place to calculate the percentage of Germany’s share, 
prior to the Anschluss, in the foreign trade of the five States 
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in the Danube Basin—viz., Hungary, Roumania, Czecho- 
slovakia, Yugoslavia and Bulgaria, and then to indicate how 
the German share in the total imports and exports of these 
several countries developed in the period from 1929 to 1937, 
This development must then be compared with that shown 
by the share of Austria, before the Anschluss, in the foreign 
trade of the Danubian States. In the following tables one 
of the five countries, Czechoslovakia, has for the moment 
not been taken into account because, as will be shown later, 
the development of her foreign trade with Germany and 
Austria has been marked by exceptional characteristics. 

(The term “‘ Germany ” as employed in this article refers 
to the economic territory of the Reich before the Anschluss, 
i.e., without Austria. Germany as enlarged by the Anschluss 
is described as “ Greater Germany.’) Germany’s share in 
the total exports of the following countries was as follows 
(per cent.) :-— 





1929 1932 1936 1937 
Hungary 11-7 15-5 23-1 24-0 
Roumania 27-6 12-4 17-6 19-8 
Yugoslavia 8-5 11-2 23-7 21-7 
Bulgaria ... 29-8 26-0 47-6 43-1 





The percentage share of Germany in the total imports of 
these countries was :— 





1929 1932 1936 1937 
Hungary 19-9 22-5 25:8 26-0 
Roumania 24-0 23-7 36-2 29-5 
Yugoslavia 15-7 17-7 26-7 32-4 
Bulgaria ... 22-2 25-9 61-0 54-8 





It will be seen at first glance that the share of Germany 
in the foreign trade of these four States, particularly since 
1932, has risen very appreciably. Especially great was the 
expansion of the German share in their exports, whilst the 
increase of her share in the imports is less marked, as appears 
from the second table. Reasons may be sought in the special 
character of the German system of economic penetration in 
the Danube Basin (excluding Czechoslovakia) and they will 
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be dealt with later. It should, however, be noted here that 
the share of Germany in the aggregate foreign trade of the 
four countries in question has, with the single exception of 
a reduction in the aggregate Roumanian exports, not only 
already reached the 1929 level, but even appreciably exceeded it. 

If we now consider the corresponding development of the 
share of Austria in the foreign trade of these countries, the 
result is a marked contrast. 

The percentage share of Austria in the total exports of the 
following countries was :— 





1929 1932 1936 1937 
Hungary ... 30-4 30-1 14-3 16-8 
Roumania 9-4 6-4 8-7 7-0 
Yugoslavia 15-6 22-1] 14-6 13-5 
Bulgaria ... 15-5 14-9 3-0 4-0 





Her percentage share in the total imports of the following 
countries was :— 








1929 | 1932 1936 | 1937 
Hungary ... 13-2 15-4 16-7 15-8 
Roumania 12-5 4-8 13-7 10-6 
Yugoslavia 17-7 13-4 10-3 10-3 
Bulgaria . 76 | 6-0 5-7 3-4 





In the majority of cases, particularly since 1932, a 
reduction is shown in the foreign trade of Austria with the 
States in the Danube Basin; and even the few cases where 
there has been a slight increase, such as in the trade between 
Austria and Roumania, do not alter the basic tendency. With 
the single exception of her share in the aggregate imports of 
Hungary, it may also be said that until 1937 Austria was not 
in a position, in her foreign trade with the four Danubian 
States in question, to reach anything like the level of 1929. 
German trade with these Danubian States had become 
increasingly close, so that the importance of Germany, 
both as buyer and seller, had constantly increased. It is possible, 
on the other hand, to note a constant falling off in the relative 
importance of Austria in this region. 
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II 

The statistics already given, which exclude Czechoslovakia, 
thus clearly show that the trend of foreign trade between 
Germany and Austria and the countries of the Danube Basin 
was not in the same direction, but was in very sharp contrast, 
The causes are manifold. 

It is necessary in the first place to consider the progressive 
German system of economic penetration in the Danube Basin, 
The weak exchange situation of Germany rendered it impossible, 
during and after the period of economic depression, for her to 
cover her heavy and constantly increasing import requirements 
of raw materials and war materials, semi-finished products and 
foodstuffs in a normal way. They could not be paid for 
with foreign exchange such as, in previous years, accrued 
from the proceeds of the world-wide sales of German finished 
products, etc. On the one hand, the German need to import 
raw and armament materials of nearly every kind has 
considerably increased, notwithstanding the development of 
substitute industries. On the other hand, Germany’s selling 
capacity, and hence the quantity sold and the average selling 
price, of German exports, has shown a decided falling off. 

This gave rise to the necessity for extending trade with 
those countries which were prepared to deliver the goods 
required by Germany without payment in foreign exchange 
and by means of the Clearing Agreement system. These were 
primarily in Central and South-Eastern Europe (other than 
Czechoslovakia). The process was facilitated by the German 
import policy which from the outset favoured attractive prices 
for agricultural products, etc., which were difficult to dispose of 
in the world market as a result of the agrarian crisis. A further 
consequence of these heavy exports was, as is well known, 
the constitution of large clearing balances in favour of the 
Danubian countries effecting deliveries to Germany. Germany 
endeavoured so far as possible to meet these adverse clearing 
balances in order to be able to continue her heavy purchases in 
the South-East. This was done, since she lacked foreign 
exchange, by delivering to the Danubian States certain products, 
above all industrial articles and finished products of the German 
armaments industry. At the same time great efforts were made 
to establish industrial plants in these predominantly agrarian 
States; in this way industrialisation was accelerated in the 
Danubian countries. The result was that these countries 
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received, in payment for their exports, no foreign exchange 
from Germany such as would have served for purchasing 
industrial products on the world market. This in turn compelled 
them to strive for self-sufficiency. 

Thus we see the first reactions on the foreign trade of the 
Danubian States with Austria before the Anschluss. Austria 
lost more and more of her South-Eastern markets to Germany ; 
on the one hand the Danube countries were supplied with 
German industrial products, whilst, on the other hand, they 
did not have sufficient foreign exchange to purchase Austrian 
products. Moreover, in many cases, they desired to manufac- 
ture such products themselves with the new manufacturing plant 
erected by Germans in the Danube Basin. This compelled 
Austria, on losing her South-Eastern markets, to look for other 
markets. In many cases she was successful. The centre of 
gravity of her foreign trade moved more and more towards the 
West, i.e., towards those countries which maintained a free 
exchange system ; moreover, as a result of the development of 
tourist traffic, Austria received appreciable resources in foreign 
exchange which she was able to use to cover import require- 
ments from West Europe and from overseas. The falling off 
of Austrian foreign trade with the Danubian States is, however, 
by no means solely attributable to the progressive monopoly 
of Central and South-Eastern European markets by Germany, 
although this played a very important part. Of great importance 
was the signing of the Rome Protocols, which by means of 
bi-lateral treaties deprived the other States of the benefit 
of the most-favoured-nation clause, while Italy, Austria 
and Hungary shared amongst themselves great commercial 
advantages. This led to an appreciable increase in Austrian 
trade with Italy; Hungary benefited relatively little by the 
Rome Protocols, which have been formally dissolved since 
the Anschluss. 

_ Thus it will be seen that a number of reasons led to the 
divergent development of German and Austrian trade in the 
Danube Basin. As a result of lack of exchange, shortage of 
taw materials and of rearmament, three factors which are 
closely interwoven with each other, Germany curtailed com- 
mercial relations with Western European and overseas countries, 
whilst she constantly increased trade with the Danube States. 
In view of the Rome Protocols, of the self-sufficiency tendencies 
in the Danubian States, and, finally, of a certain degree of 
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success in opening up new Western markets, Austria curtailed 
her commercial relations with Danubian States, which, in the 
past, had always furnished her most important markets. 


III 

Out of the five Danube countries mentioned in the intro- 
duction to the present article, Czechoslovakia has so far not 
been taken into account as a commercial partner of Germany 
and Austria. The following statistics will show that both 
Germany and Austria, since 1929, have played an ever- 
decreasing part in the foreign trade of Czechoslovakia. Thus 
Czechoslovakia has remained unaffected by the economic 
penetration policy of Germany, but against this Czechoslovakia 
was not one of the markets in which Austria made further 
progress to counterbalance the diminution in Austrian trade 
with the agrarian countries of the Danube. 





1929 1932 1936 1937 
oO oy : — ‘s - oy 
/o /o /o /o 


Germany’s share in the 

total exports of Czecho- 

slovakia vtoogpagesss 25 24-2 17-5 13°7 
Germany's share in the 

total imports of Czecho- 

slovakia ‘ss hi 19-4 16-2 14-5 15-5 


Austria’s share in the 

total exports of Czecho- 

slovakia ~ io 15-0 13-9 8-9 7:3 
Austria’s share in the 

total imports of Czecho- 

slovakia ove ese 7-8 5-6 4-5 4-1 





In contrast to the other four States in the Danube Basin, 
Czechoslovakia had thus appreciably curtailed her commercial 
relations with Germany during recent years, particularly so 
as compared with 1929; the policy of economic penetration 
of Germany in Central and South-Eastern Europe has thus 
not affected Czechoslovakia, because the latter took steps in 
good time to protect herself against the German import policy, 
carried into effect by means of the clearing process. Trade 
with Austria, owing to the Rome Protocols and to the diversion 
of Czech foreign trade towards Anglo-Saxon and overseas 
countries, showed a falling off; we thus arrive at the result 
that the economic influence of Greater Germany on Czecho- 
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slovakia is very much less than it is on the remaining Danubian 
States. This point is important because the significance of 
the Anschluss upon Czech foreign trade was at first extra- 
ordinarily exaggerated, particularly as a result of opinions 
expressed in the German economic Press, which announced 
shortly after the Anschluss that the greater part of Czech 
foreign trade would necessarily pass to the new “ Greater 
German Economic Territory.” 

In point of fact, not only has the share of Germany and 
Austria in Czechoslovak foreign trade constantly fallen off, 
as shown by the foregoing figures, but on closer consideration 
of official Czech foreign trade statistics, it is found that the 
entire share of Greater Germany in Czechoslovak foreign trade 
cannot be estimated at much more than one-fifth. 











| Exports Imports 
of Czechoslovakia of Czechoslovakia 
= “ naniadepenaaaee ani 
in in 
million | % million % 
| crowns crowns 
ae - — 
Total | 11,971 100 10,965 | 100 
Germany’s share | 1,644 13-7 1,700 | 155 
Austria’s share 878 7-3 456 4-1 
Greater Germany’s share | 2,522 21-0 2,156 19-6 





The alleged dependence of Czech foreign trade on 
Greater Germany is therefore reduced by these figures to the 
level of only approximately 20 per cent. even if, as has been 
done in the above calculation, the share of Germany and 
Austria in Czech foreign trade are added together. It must be 
admitted that the influence of a neighbouring State—which 
has a share of fully one-fifth in the foreign trade of a small 
State—on the commercial policy of a smaller State, is by no 
means slight. There is, however, no ground to apprehend that, 
as a result of the Anschluss, Czechoslovakia has become 
commercially and largely dependent upon the economic attitude 
which may be adopted with respect to Prague by Germany. 
The question of any really serious effects of the Anschluss 
can only arise indirectly in relation to means of transit, which 
will be discussed later. 
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In reality the influence of Greater Germany on Czech 
foreign trade is not even as great as might appear at first sight 
simply by adding together the shares of Germany and Austria 
in the imports and exports of Czechoslovakia. A large 
proportion of the goods exchanged between Czechoslovakia 
and Greater Germany would remain unaffected by economic 
measures adopted by Berlin. Thus, for instance, an appreciable 
part of Czech exports to Greater Germany consists of certain 
goods which Germany needs and will continue to need. These 
include, above all, foodstuffs and raw materials which cannot 
be obtained on equally favourable conditions elsewhere. In 
addiiton, the dependence of Greater Germany on Czecho- 
slovakian imports is also governed by the fact that Czecho- 
slovakia is a purchaser of German goods to an approximately 
equal extent, so that trade is interdependent. Any attempt 
to injure Czechoslovakia economically would, in practice, lead 
to Germany losing a correspondingly important market for 
her own goods. For the rest it may be assumed that Czecho- 
slovakia, if compelled to obtain from other markets goods 
hitherto bought from Germany, would be able to obtain 
valuable concessions elsewhere for placing that part of her 
own exports which was formerly directed to Germany. 

On the other hand, it must be clearly realised on the 
Czech side that the Anschluss will lead more or less auto- 
matically to the loss of certain markets, particularly in 
Austria. This will include in all probability the whole of the 
Czech exports of coal to Austria. In 1937 they amounted to 
209 million Cz.-crowns out of a total of 878 million Cz.-crowns, 
so that about 24 per cent. of the former export business to 
Austria will have to be regarded by Prague as lost. With 
a view to covering the shortage of Austrian coal requirements, 
Germany set about an expansion of her Upper Silesian coal- 
mining industry shortly after the Anschluss. Similarly Czecho- 
slovakia will probably lose by far the greater part of the 
30 per cent. Czech exports of textiles to Austria, because 
Germany will endeavour to supply Austrian textile requirements 
by home production and particularly by means of synthetic 
products. If all these factors are considered, it will, however, 
have to be admitted that only a relatively small part of the 
total Czech exports may be seriously affected by the Anschluss. 

A very much larger part of the commercial relations with 
Greater Germany, which are not per se absolutely vital to 
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Czechoslovakia but existed until 1937, would be seriously 
endangered if, for motives not strictly economic, Germany 
were to attempt to restrict trade with her South-Eastern 
neighbour. In that case, however, the transfer of Czech 
exports to other countries would, in all probability, not entail 
insuperable difficulties. 


Shortly before the Anschluss it was shown by the example 
of the new Commercial Treaty entered into between Washington 
and Prague on March 7th, 1938, that Czechoslovakia can count 
upon concessions from countries possessing uncontrolled 
currencies. In this Commercial Treaty the U.S.A. have 
not only taken into account Prague’s old request to recognise 
the so-called ‘‘ Danube Clauses ”’ (i.e., not to regard preferential 
duties agreed upon by Prague with Hungary, Roumania and 
Yugoslavia in the Central European exchange of goods as an 
infringement of the most-favoured-nation clause) as being in 
the interests of Central European co-operation; Washington 
has also conceded very considerable reductions in duty on 
nearly all items. These tariff reductions amount, in the 
majority of cases, to 30 to 50 per cent. of former rates. After 
Germany, the United States have already become one of the 
best customers of Czechoslovakia; as against Czech exports 
to U.S.A. of 428 million Cz.-crowns in 1933, a value of 
1,112 million Cz.-crowns has been reached in the year 1937. 
Simultaneously, the purchase of U.S.A. goods by Czechoslovakia 
was more than doubled in value. 


The position is similar in Czech trade with Great Britain, 
the Dominions, South America, etc. ; the flexibility of Czecho- 
slovakian commercial policy during the last few years has 
increased to such an extent that the dependence of Prague 
upon strictly economic decisions of Berlin need no longer be 
taken too seriously to-day. 


Much more difficult are problems which may arise for 
Czechoslovakia as a result of the Anschluss in regard to commu- 
nications, particularly in transit questions. Here, perhaps, are 
to be seen the most important economic consequences of the 
Anschluss, They are by no means confined to Czechoslovakia, 
but are a serious factor for the remaining Danube States, 
although the latter, as a result of direct access to the sea 
(as in the case of Yugoslavia, Roumania and Bulgaria), are not 
confronted with such great problems as Czechoslovakia. 
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IV 


These problems, the importance of which cannot be 
denied, must, however, be reduced to their proper proportions, 
As the most important industrial areas of Czechoslovakia, and 
particularly of Bohemia and Moravia, are now separated by 
German territory from the large seaports of Trieste and 
Hamburg, the opinion was expressed immediately after the 
Anschluss that Germany could and might strangle Czecho- 
slovak exports and prevent the transport of our export goods 
to the sea by increasing transit rates and by other measures, 
possibly in co-operation with Italy. 

It must in the first place be borne in mind that Czech 
industrial areas have, in the past, always been geographically 
so situated that she had the option, if preferred, of using the 
ports of Hamburg or Trieste according to the tariff adopted by 
Germany, Austria and Italy. Shortly after the Anschluss, 
Germany cancelled the special arrangements formerly made by 
Austria with Italy, in order to secure for German North Sea 
ports the carriage of Austrian goods (which had previously 
enjoyed a privileged position in Trieste). Similar measures 
were also feared in regard to Czech goods. They have, however, 
so far proved to be groundless. 


Added to the loss of Austrian freight business, such 
a further measure on the part of Germany would have 
completely paralysed Trieste, and attempts of this nature 
encountered the strongest resistance in Italy. On April 27th 
the situation was summed up in an official statement by the 
most authoritative Czech quarters—namely, the Central Railway 
Council :— 

“ In relation to recent events, various conjectures have 
been put forward regarding the further development of 
our transport with the seaports. Moreover, doubts were 
expressed as to further restrictive regulation of our traffic 
in Trieste. These fears, which were entirely unofficial, 
frequently differed from each other. The Czechoslovakian 
Railway Administration do not regard the future situation 
pessimistically. They are perhaps entitled to do this 
because they are acquainted with the traditional desire of 
the German Railways Administration for a genuine and 
a constant collaboration with Railway Administrations 
abroad and also with their business acumen.” 
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A method was actually adopted by the Reichsbahn which 
neither excluded, nor added to the cost of, the transit of Czech 
goods to Trieste or of imported goods intended for Czecho- 
slovakia. It is true that Austrian rates were converted from 
Schillings to Reichmarks at the unfavourable legal rate of 
exchange of 1-50 S. equals 1 Rm. As an offset, however, these 
rates payable in Reichmarks were reduced according to the 
various types of goods by from 10 per cent. to 25 per cent., 
and this led at the same time to an approximation of the Austrian 
goods rates to the German tariff system, which was indeed 
considerably cheaper than the previous Austrian rates. As the 
freights, moreover, can be paid for at the most favourable rate 
of the Czechoslovak-Austrian Clearing (1 S. : 5-40 Cz.-crowns), 
the carriage of Czech goods to Trieste, contrary to the pessi- 
mistic views expressed at first, had in no way increased in 
cost but had even been reduced by 10 to 25 per cent. 


If Germany had decided this whole question without 
regard to strictly economic considerations, or even without 
regard to Italian interests, there would still be the possibility 
of consigning Czech goods through Hungary. The Hungarian 
railways running from Czechoslovakia to Adriatic ports traverse 
the extreme West of Hungary, so that here there would have 
been no marked increase in cost. 


As a second transit route which does not touch Germany, 
Czechoslovakia still has the possibility of consigning goods 
via the Danube to the Roumanian port of Constanza, where 
excellent modern developments will soon be completed. 
English, French and Dutch sea-going freighters have for some 
considerable time past been carrying an appreciable part of 
total Czech export goods, particularly of course the cheaper 
and heavier goods. 


Thirdly, railway transit is available through Poland and 
the Port of Gdynia, which has assumed ever-greater importance 
for Czech goods during recent years, and Poland has in 
many cases granted appreciable concessions in rates to 
Czechoslovakia, thus increasing the importance of the Czech 
free port in Gdynia. 

These three routes would have afforded an important 
collateral security to Czechoslovakia if Greater Germany had 
actually attempted to cut her off from Trieste by rendering 
transit via the Austrian railways difficult. 
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As a result of the Anschluss not only has transit through 
Germany become more important for Czechoslovakia, but, at 
the same time, the importance to Germany of facilitating the 
transit of German goods through Czechoslovakia has largely 
increased. 

Trade relations between Silesia and the territory which 
formerly comprised Austria have now become very important 
because Germany is endeavouring to cover Austria’s coal 
requirements by developing her coal mines in Upper Silesia, 
If it were decided not to convey through Czechoslovakia goods 
in transit from Silesia to Austria and to transport them by 
German railways, then a distance four times as long would 
have to be covered in the detour via Silesia, Saxony, Bavaria 
and Austria, which would imply considerably higher costs of 
transport. 

Precisely as a result of the Anschluss, Germany needs 
Czechoslovakia at least to the same extent as Czechoslovakia 
needs Germany. In contrast to the pessimistic views expressed 
at first, prophesying serious economic consequences of the 
Anschluss for Czechoslovakia, it may be said that all these 
problems can be solved by goodwill and mutual compromise 
and, in part, have already been solved. At the conclusion of 
this article methods are suggested whereby Czechoslovakia 
might develop her economic relations with Western Europe. 
Any such development should be on lines complementary to 
the maintenance of progressive and friendly economic relations 
with Germany. 


V 


Before discussing the consequences of the Anschluss upon 
Hungary, Yugoslavia, Roumania and Bulgaria, it is necessary 
to warn the reader against one common error. I have attempted 
to show that the threat to Czechoslovakia and to the Danube 
States in general by compulsory economic measures following 
the Anschluss, must be regarded in its proper proportions, and 
that any assumption to the effect that the Anschluss implies 
an almost immediate paralysis of the whole trade in the Danube 
Basin, particularly for Czechoslovakia, finds no support either 
in the facts or the figures. On the other hand it would be an 
error to disregard the prospect that the large-scale economic 
process of German penetration in the Danube Basin will 
be continued and in all probability will be further intensified. 
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Although, for various reasons, the effects of the Anschluss are 
not directed against Czechoslovakia, it must nevertheless be 
admitted that, as a result of the continuation and intensification 
of the penetration process, all the countries of the Danube 
Basin, including Czechoslovakia, will eventually be weakened. 

As a result of the union with Austria, Germany now has 
direct access to the huge wheatfields of Hungary and to the 

ian and mineral resources of Yugoslavia. Even to-day 
the share of Germany in the foreign trade of these two Danube 
States, so rich in raw materials, is very great, although it 
may not, as a result of the utilisation of Austrian commercial 
relations, be increased to such an extent as might be assumed 
by merely adding up the aggregate totals of both countries. 
Transport of goods upstream on the Danube is, it is true, 
slow and expensive ; but it must be expected that Germany, 
particularly by utilising the Rhine-Maine-Danube Canal, will 
do everything to facilitate this upstream traffic on the Danube, 
and to convince the neighbouring States of Hungary and Yugo- 
slavia that Germany represents by far the most important 
market for the sale of their products. 

The further increase in the already large share of Germany 
in the exports of Hungarian and Yugoslav raw materials will 
undoubtedly increase the economic dependence of these two 
States on Germany, the more so as they will be granted 
tariff concessions for their export goods on the former Austrian 
railways. 

All this will, of course, have an effect on Czechoslovakia ; 
the German process of economic penetration, which hitherto 
was comparatively slight in the direction of Prague, will 
presumably be intensified, not directly but indirectly, by means 
of a complete penetration of Hungary and Yugoslavia. 

__ This situation is fully realised in Czechoslovak economic 
circles and to an even greater degree in official quarters, 
especially since Bulgaria is already dependent on Germany 
in respect of far more than half her foreign trade. In discussing 
the possibilities of economic assistance from Western Europe 
for Central Europe, particular y for Czechos'ovakia, it is 
emphasised in an authoritative quarter in Prague that Czecho- 
Sovakia is far too realistic to assume that such economic 
assistance is to be expected, for example financially, by means 
of loans, etc. With regard to the policy of commercial assistance, 
it ts, however, emphasised that great progress could be made 
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if it were possible for the predominantly agrarian Danubian 
States which possess important mineral raw materials, to divert 
a larger part of their exports to Western Europe and Czecho- 
slovakia. It would appear to be beyond doubt that, from the 
point of view of quality and of quantity, Czechoslovakia j is 
one of the countries best able to satisfy the _Tequirements of 
these countries ; and, from a purely economic point of view, 
she would be quite capable of competing with Germany. The 
great increase of Czech exports to the West and to overseas 
countries clearly proves this ; incidentally, it should be borne 
in mind that this western orientation of Czech foreign trade 
was mainly attributable to the fact that Czechoslovakia lost 
the Danubian markets to Germany. 

If it were possible to sell the agricultural and mineral 
products of the Danubian States in exchange for cash in 
countries where there is no currency control, it would also be 
possible for Czechoslovakia to recover a large part of the 
Danubian markets, which formerly played a decisive part in 
our foreign trade. In this way Czech exports could be 
increased by at least 20 or 25 per cent. of their present value. 

The U.S.A. have already started this process by their 
new Commercial Treaty. The official attitude of the Czecho- 
slovakian Government is thus explained. “‘ The question is 
one of counteracting unilateral developments. The best method, 
as in trade in general, of meeting the danger of unilateral action 
is to revert from the primitive system of barter to the large-scale 
form of Free Trade, with some emphasis on the special 
requirements of the Danubian region. We are convinced that 
the agricultural countries possessing a surplus would give 
preference to this method, because the barter system as 
practised in recent years entails disadvantages and dangers. 
During recent years the United States have shown a tendency 
towards a greater measure of Free Trade, and, in so doing, 
as shown by the surpluses of their balance of trade, they have 
not done badly. It would undoubtedly be the soundest policy 
for the South-Eastern countries of Europe.”’* 


GERHARD SCHACHER. 
Prague, May 24th, 1938. 





* Comments in the official “ Prager Presse” of Ist May, 1938, p. 12. 
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Notes of the Month 





The Money Market.—Some slight disturbance was caused 
early in May by the large-scale withdrawal of French funds 
from London, following the establishment of the “ Daladier " 
franc. To prevent these withdrawals from causing an excessive 
appreciation of the franc, the British Exchange Equalisation 
Account sold large quantities of gold to the French authorities. 
In effect, the repatriation was carried out in this way :—(1) The 
French holders of London funds transferred their sterling to 
the British Exchange Account; (2) the British Exchange 
Account transferred gold to the French authorities; (3) the 
French authorities paid out francs to those who were re- 
patriating funds from London. 

So far as the London money market was concerned, the 
net result of these movements was that the Exchange Equalisa- 
tion Account became glutted with sterling. Normally as the 
Account sells gold, it re-invests the proceeds in Treasury 
bills, but on this occasion the Account has had more sterling 
thrust upon it than it could dispose of at once. Hence, for 
the time being, it has had to deposit cash at the Bank of England. 
The effect of this appeared in the Bank return of May 11th, 
which showed that during the previous week public deposits 
had risen by £26 millions, while bankers’ deposits had fallen 
by nearly £30 millions. The Bank return also showed a 
contraction of £8-5 millions in the note circulation, in part 
due to French dishoarding, and a reduction of £12 millions 
in Government securities, the latter probably representing 
sales of Treasury bills, or similar transfers, to the Exchange 
Account. 

_ This absorption of cash by the Exchange Account, which 
in all probability was initially greater than the Bank return 
suggests, naturally made money less plentiful. For a few days 
there was heavy calling by the French banks in London, and 
also some calling by the British banks. At one time it looked 
as if the market might have to borrow from the Bank of England, 
but the pressure was eased by open-market purchases of bills, 
made w.th the dual and complementary objects of re-investing 
the Exchange Account’s cash and giving relief to the market. 
The problem of absorbing the Exchange Account’s cash, how- 
ever, is not being solved without delay. The Bank return 
of May 18th showed that public deposits had only been reduced 
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by £8 millions, while bankers’ deposits had only risen by 
£5 millions. Incidentally there was a further reduction of 
£7 millions in Government securities, making a total reduction 
of nearly £20 millions for the previous fortnight. The Bank 
return of May 25th showed little further change. It looks as 
if part of the Exchange Account’s cash is being invested in 
such a way as to narrow the credit base. There is some 
justification for this procedure, for any reduction in the 
Exchange Account’s gold holdings means that less credit 
has to be provided by the banking system for the purpose of 
financing those holdings. 

Money rates were comparatively little affected by these 
disturbances. Naturally the banks became less keen to buy 
bills, but discount rates remained unchanged at } per cent, 
for Treasury bills and #{-% per cent. for three months’ bank 
bills. Lenders other than the clearing banks charged more 
for loans against bonds, and up to } per cent. and even higher 
rates were paid, against more normal rates of 4- per cent. 
These changes were insignificant in comparison with a move- 
ment of funds back to France of an amount of the order of 
nearly {100 millions. A similar movement ten years ago 
would have forced upon London a penal Bank rate, and might 
very likely have precipitated the suspension of the gold standard. 
To-day it has been possible to handle it in such a way as to 
create practically no disturbance at all. 

The success with which this movement has been handled 
can be ascribed to two factors. The first and most important 
is the size of our gold reserves, which are now sufficient to 
cover any likely withdrawals of money from London. The 
next is the new policy, implemented in the Exchange Equalisa- 
tion Account, whereby gold previously brought to London 
by the influx of foreign funds has been prevented from causing 
an equivalent expansion in the supply of internal credit, but 
on the contrary has been held in reserve in anticipation of the 
eventual repatriation of those funds. 

The Foreign Exchanges.—The main event of May was the 
establishment of the Daladier franc, followed by the repatriation 
of a considerable amount of money to France. The new franc 
was initially fixed at a maximum of Frs.179 to the pound, 
compared with a rate of about Frs.160 during April. This 
fresh depreciation was sufficient to make the franc slightly 
under-valued in comparison with the pound and the dollar, 
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but it was agreed in London and Washington that it did not 
constitute a breach of the Tripartite Agreement. In fixing 
the initial rate at Frs.179, M. Daladier let it be known that 
this was the upper limit of depreciation, and that every effort 
would be made to bring the rate back to a lower level ; and in 

int of fact during the next few days sterling fell to Frs.177- 50. 

ere was thus every incentive towards a repatriation of 
French money, and for the closing down of previous bear 
sales of francs. There followed a considerable, though 
temporary, return of funds to France, mostly from London, 
but also from New York and the Continent. An even more 
significant indication of the general change in attitude was the 
almost complete disappearance of the previous wide discounts 
on forward francs. This repatriation movement, however, 
has proved only temporary, for the international political 
tension of the latter part of May caused francs to be offered 
once more, with the spot rate rising temporarily to Frs.179. 
On the other hand, the French authorities have now ample 
gold and foreign exchange resources at their disposal for the 
protection of the franc, while the influx of capital has made 
it possible to float a new Defence Loan of Frs.5,000 millions, 
which will ease the position of the French Treasury. 

Other exchanges were naturally affected by these develop- 
ments. Dollars have consistently strengthened, from $4-98} 
at the beginning of May to $4-944 on May 23rd. Early in 
the month the French authorities were buying dollars with 
part of their newly-acquired sterling resources, while later 
the political tension gave rise to a general European demand 
for dollars. Belgas were seriously affected by the fresh 
depreciation of the franc, which was regarded as increasing 
France’s competitive powers against Belgium. The deprecia- 
tion occurred just when Belgium was facing a political and 
budget crisis, which occasioned a change of Government, 
and in some quarters it was believed that the belga itself would 
have to be devalued. In consequence there were heavy sales 
of forward belgas, and at one time forward rates, especially 
for one month, went out to very wide discounts. The Belgian 
authorities met this pressure by raising the Bank rate from 2 to 4 
per cent., and also by official support to the belga, at the 
cost of further but not excessive gold losses. The underlying 
position of the belga is one of considerable strength, and by 
the end of May the market in both spot and forward belgas 
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had definitely recovered. On May 30th the Bank rate was 
reduced to 3 per cent. Dutch guilders and Swiss francs 
showed little definite change during the month, but were 
affected to some extent first by French repatriation and later 
by political nervousness. Mr. Chamberlain’s statement on 
May 23rd, however, helped the market. German marks and 
Czech crowns weakened against the dollar as a result of the 
tension, and Czech crowns also lost ground against sterling. 


The Stock Exchange-—Markets remained dull during 
May, with very little movement either to buy or to sell. The 
tension over Czechoslovakia reached its culminating point 
during the week-end of May 2tst, and as markets are closed 
on Saturday it did not give rise to the same wave of selling as 
occurred at the time of the Austrian crisis in March. More- 
over, Mr. Chamberlain’s statement on May 23rd had a re- 
assuring influence upon markets. Nevertheless, the general 
trend during May was downwards, and much of the ground 
recovered between March and April has since been lost. 

The gilt-edged market remained reasonably firm, and the 
budget had a good reception. The issue, however, of the 
large Australian and London County Council loans had, 
together with their indifferent success, a slightly depressing 
effect. Foreign Bonds were inevitably weak and uncertain. 
Home rails have sagged steadily under the influence of dis- 
appointing traffic returns, and by the end of May were even 
below their worst level of last March. Industrials have been 
dull and weak with the single exception of aircraft shares, 
which have been firm and active. Oil shares were firm at 
times, but the breach with Mexico affected certain shares 
in this market. The rubber and tea share markets have been 
quiet. Gold-mining shares were weak early in the month, 
but considerable speculative buying (mainly professional) 
of one particular share has since imparted fresh strength to 
the market. Base-metals were firm up to the middle of May, 
but the market was always quiet and prices have latterly 
receded. 


Overseas Trade.—Comparisons relating to last April's 
trade returns are to some extent affected by Easter, which fell 
in March last year and in April this year. Nevertheless, 
as the following table shows, April has witnessed a further 
shrinkage in British overseas trade. 
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Mar., 1937 Apr., 1937 Mar., 1938 Apr., 1938 


£ millions 
Imports 82-9 83-0 84-9 73-7 
British exports 43-5 43-0 42-2 37°3 
Re-exports 6-7 7-3 5-5 5-0 
Total exports 50-2 50-3 47-7 42-3 
Import surplus 32-7 32-7 37-2 31-4 


Compared with April, 1937, raw material imports have 
fallen in value from £26-0 to £21°5 millions, but this decrease 
is fully explained by the intervening decline in prices. Imports 
of wool, petroleum, wood pulp, rubber, copper and tin were 
greater in volume than in April, 1937. Exports of British 
goods were in most cases lower, both in value and volume, 
than they were a year ago. 

The returns for the first four months of 1937 and 1938 
are summarised below :— 





| Increase (+) 
Description Jan.—Apr., Jan.—Apr., | or 
| 1937 | 1938 Decrease (—) 





£ mn. £ mn. £ mn. 
Total Imports soe _ © 312-5 318-4 + 5:9 
Retained Imports... wai ‘i 286-5 297-6 | +11-1 
Raw Material Imports ose ‘ 98-8 93-6 — 5-2 
Manufactured Goods Imports... 81-7 84-8 + 3-1 
Total Exports, British Good: ’ 164-1 158-1 — 6:0 
Coal Exports ... owe aes ‘ 10-4 11-7 + 1-3 
Iron and Steel Exports oss a 14-7 15-3 + 0-6 
Cotton Exports eve _ ix 22-6 18-3 — 4-3 
British Manufactured Goods Exports 127-1 125-2 - 1-9 
Re-exports  ... oe peal mee 26-0 20-8 — §-2 
Total Exports sine en et 190-1 178-9 —11-2 
Visible Trade Balance sce _ —122-4 —139-5 —17-1 
t 





Total imports are only £5-9 millions higher than last 
year, while raw material imports are £5-2 millions lower. 
Both these returns, of course, are affected by the year’s fall 
in prices. On the other hand, exports of British manu- 
factured goods, which are less susceptible to price changes, 
have shrunk in value by £1-9 millions, mainly because of 
heavy declines in exports of cotton and wool yarns and manu- 
factures. _The adverse visible trade balance is now only 
£17°1 millions greater than last year, and in this respect 
April witnessed a small improvement. 
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Commodity Prices.—After their appearance of greater 
firmness during April, British wholesale prices have in May 
fallen once more. The total decline during the month was 
2°4 per cent., the index falling from 122-9 to 120-0. The 
general tendency is to ascribe this fresh recession to the absence 
of any business recovery in the United States, and it is certainly 
true that President Roosevelt’s Easter programme of reflation 
has so far not had the smallest effect upon American business, 
On the other hand, American wholesale prices displayed 
during May greater stability than British prices, for the 
American index rose from 116-9 to 117°2, or an increase 
of 0-3 per cent. There has been a fresh increase in French 
wholesale prices, from 139-9 to 145°8. This amounts to 
4°2 per cent., which so far is insufficient to offset M. Daladier's 
new depreciation of the franc. 

In England the official cost-of-living index rose during 
April from 54 to 56 per cent. and the retail food price index 
from 37 to 39 per cent. above their pre-war level. Increases 
are abnormal during April, for the seasonal trend is then 
usually downwards. The “‘ Labour Gazette ” states that there 
were advances in the prices of eggs, butter, bacon and potatoes. 
These were probably traceable to the wide-spread lack of rain. 
The net result is that at the end of April the cost-of-living 
index was five points higher than the previous year, while the 
retail food price index was three points higher. There have 
also been increases during the past year in the indices relating 
to rent and rates, clothing, fuel and light, and miscellaneous 
items. 
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Home Reports 


The Industrial Situation 


As was anticipated in the previous issue of the REviEw, 
the statistics relating to the general course of business show 
that there was a further recession during April. The Economist's 
index number of business activity, published at the end of 
May, was only 105 for April, compared with 108 in March, 
and 109} in April last year. The recent peak figure was 1133, 
touched in August and September last. Furthermore, the latest 
reports from abroad show that the recession is spreading. 
There has been no recovery in the United States. The 
Scandinavian countries, which previously had remained active 
are now forwarding less hopeful reports. The primary 
producing countries, such as Argentina, have reached the stage 
where the falling-off in their exports is becoming reflected in 
a contraction in their imports. Even Germany, where internal 
activity is maintained, has experienced a contraction in her 
exports during the current year. 

In England, the April employment returns failed to 
register the normal seasonal improvement. Coal production 
and exports were shrinking, and there was a marked drop in 
the output of iron and steel, only partially explained by Easter 
interruptions. Engineering remains reasonably active, partly 
because of rearmament, but the shipyards still need new orders 
for commercial tonnage. Apart from a better tone in the 
wool market, the textile industries remain depressed. Retail 
trade for March and April (these months are combined in 
order to eliminate Easter disturbances) was only 2-9 per cent. 
greater in value than a year ago. In view of the intervening 
rise in retail prices, this small increase probably indicates a 
decrease in volume. 

_Among more general indications, wholesale prices are still 
falling and shipping freights are also weaker. Electric power 
consumption is well maintained. There is a moderate but 
Sustained demand for industrial chemicals. Employment in 
the building trades keeps up well, but plans passed last April 
were in value 24-1 per cent. below those of the previous year. 
It looks as if the industry has become increasingly dependent 
upon Government contracts. Railway goods and coal traffic 
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receipts have recently been shrinking. The volume of raw 
material imports, though less than in the autumn, compares 
favourably with that of April, 1937, but exports of British 
manufactured goods are smaller in volume. 

A month ago it was suggested that the long-term outlook 
appeared a little more favourable, but that recovery would 
take time to develop. Since then fresh tension has developed 
in the international political field, and this is bound to affect 
the course of business. On the other hand, more recent 
indications suggest that the downward trend of business may 
have been partially and temporarily checked during May, 
though the weakness of commodity prices and the dearth of 
new orders in many trades are ominous factors. To-day it 
looks as if recovery has been deferred at least until the autumn 
and more probably until next year. In the meantime, a further 
recession must be expected, which will only be partially off-set 
by the relative activity in those industries employed on 
rearmament, 


Agriculture 


England and Wales.—According to an official report at 
the beginning of May the growth of wheat had been retarded 
by the dry weather and cold winds during April. Well- 
established autumn-sown wheat was keeping colour reasonably 
well, but some of the later-sown wheat had lost colour and 
was a thin plant. Barley and oats have germinated well, 
but rain is badly needed. Conditions generally were favour- 
able for spring corn sowing, except on the heavier soils, where 
a good tilth has not been obtained. Good progress has been 
made with potato planting, but the dry weather, frosts and cold 
winds of April retarded the growth of the crop. The prepara- 
tion of the land for root sowing was more forward than usual 
at the beginning of May, and fair progress has been made with 
the sowing of mangolds and beet. Latterly, however, sowing 
in some areas has had to be suspended on account of the lack 
of moisture in the soil. The fall of lambs has been well up 
to average. Growth on pastures has been checked, and they 
are now very bare. Cattle and sheep, especially out-wintered 
cattle, have done well. Milk yields have been difficult to 
maintain, and in a number of districts some artificial feeding 
is necessary. 
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Scotland.—Although the prolonged drought broke for 
a few days in the middle of May, most districts are still in need 
of moisture, and a continuance of drying winds has hindered 
growth to some extent. — A fair amount of re-sowing has been 
necessary and pasturage is still very backward. In the livestock 
markets fat and store cattle and fat sheep and lambs have been 
less plentiful, and prices tended firmer, but calves and fat 
and store pigs were forward in greater numbers. The produce 
markets found barley and oats in some demand, but wheat 
easier, while potatoes lost something of their recent rise. 


Coal 


Huil.—Controlled prices for export in this district are 
still far from being competitive with those for Continental 
coals, and are also considered by buyers to be too dear in 
comparison with qualities produced in other British exporting 
districts. New business is therefore slow to develop, and 
shipments continue to be mainly on contract account. Inland 
industrial demand is less pronounced, while domestic coal is 
experiencing a seasonal decline. Prices are a little easier in 
all sections. 

Newcastle-upon-Tyne——In the struggle to maintain 
schedule prices business has been considerably reduced in 
volume, and many collieries are working part time. 
Contractors hampered by control are unable to keep their 
commitments to the collieries. The position should improve 
when the Baltic shipments begin, and buyers abroad, who 
are at present holding off, cover their requirements for the 
remainder of the year. Stocks in the coke market are large, 
and enquiry for both prompt and forward delivery is scarce. 

Sheffield.—Industrial fuels are in good demand, but there 
is evidence of a decrease in consumption. The export market 
is dull and forward business scarce. There is a seasonal 
slackness in the market for household fuels. 

Cardiff—Business in the South Wales coal market is 
still very quiet, and interest in forward deliveries continues 
extremely poor. Collieries are in need of orders for all types 
of coal, and stoppages at the pits are increasing owing to the 
lack of new business. 

Newport.—Collieries have suffered from a decline in 
foreign shipments and also in home demand. It is clear 
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from the increased shipments from Poland and Germany, and 
the low prices quoted by these countries for overseas contracts, 
that, failing an international agreement, South Wales must 
either cut prices with or without Government assistance, or 
see its export trade still further reduced. Many foreign buyers 
are delaying their orders in the hope of getting lower prices. 

Swansea.—The anthracite market shows a slight improve- 
ment. Best qualities of large are not quite so slow, and second 
qualities are moving quietly. Third qualities are receiving 
considerable attention, and supplies are very difficult to stem. 
Among broken coals, first and second qualities are moving 
quietly, but inferior coals are very fully stemmed for the 
Canadian market. The smallest sizes are also very fully 
stemmed and continue to command firm prices. Conditions 
in the steam coal market are rather quiet. 

East of Scotland.—Collieries in the East of Scotland have 
difficulty in finding markets for their products, and trade is 
distinctly dull. On both sides of the Forth screened steams 
have been fairly steady, but second qualities and trebles 
are easy. 

Glasgow.—There is a seasonal slackness in the inland 
demand for household coal. Export orders are also scarce. 
Stocks are therefore very large, and not a few of the pits in 
the East and West of Scotland are idle. There is still a distinct 
lack of new business with foreign countries, although exporters 
are receiving a good many enquiries. Importers abroad are 
not disposed to contract for forward supplies, but are restricting 
their purchases to coal, chiefly nuts, for early delivery. Washed 
nuts are in rather better demand for shipment, mainly to the 
Scandinavian countries. Sized fuel is also steadier in tone, 
owing to the curtailment of production at the collieries and 
the consequent reduction in the tonnages dealt with by the 
washeries. Ayrshire is the only busy district in Scotland, 
where the collieries are well supported with inland and 
coastwise shipping orders, and are in practically no need of 
business except in steam coal and treble nuts. 


Iron and Steel 


Birmingham.—Orders are being worked off in all sections 
faster than new business is coming in, and in many instances 
rolling mills are on short time, particularly those connected 
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with small bars and strip. Producers in the heavy section 
are once more in need of orders, but more business is expected 
to be forthcoming after the turn of the half-year. On May roth, 
after a meeting of the Pig Iron Producers’ Association, it was 
announced that prices of forge and foundry pig-iron would 
remain unchanged. Some reduction had been anticipated, and 
buying has been at a low ebb, but it is expected that foundries 
will have to come on the market again, and there should be 
some revival in this section. 


Newport.—Iron and steel imports totalled only 3,000 tons 
in April, against 32,400 tons in March, and 14,300 tons 
a year ago. The decrease was to a large extent due to the 
absence of arrivals from Canada. These are likely to be 
resumed in May. Exports amounted to 16,200 tons, compared 
with 15,800 tons in March and 16,400 tons in April, 1937. 


Sheffield —There is a distinct absence of new business in 
almost every branch of the steel trade, the sole exception being 
the stainless steel section. Works are busy executing orders 
which had accumulated, but the forward position is not too 
healthy at the moment. The scrap market is decidedly quiet. 


Tees-side.—The recession since the beginning of the year 
is now evident in all sections. In the pig-iron section six 
furnaces have been put out of operation since January, in an 
endeavour to check the growth of stocks accumulated at the 
works, The reimposition of the import duty on pig-iron 
should assist makers of foundry and basic iron, but stocks 
are so heavy that it will be some time before the advantage 
of this step is felt. Output of heavy steel is quite well 
maintained, and orders on hand are considerable. New 
specifications are not coming forward so freely, however, and 
a big reduction in the call for shipbuilding materials is 
inevitable. Light steel products, particularly sheets, are in 
poor demand. In addition to less active home requirements, 
enquiries from overseas have fallen away appreciably in 
recent weeks. 


Swansea.—The tinplate market continued to be very quiet 
during April. The reduction in prices at the end of the month 
did not stimulate business, and the demand remained very 
weak, The works have been far from busy, and were only 
able to operate at approximately 37-45 per cent. of capacity. 
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Glasgow.—Makers are perturbed at the difficulty they are 
experiencing in finding buyers for their products. In the 
heavy steel branch, which is largely dependent upon orders 
from shipbuilders, old contracts are being completed more 
rapidly than makers are increasing their bookings. The works 
are still busy in the meantime, but deliveries are obtainable hy 
customers much earlier than was possible during the boom 
period. Makers of sheets are operating at much below capacity, 
but owing to the increasing demand for motor cars and the 
improvement in house building they are confident that business 
will improve. Export orders for black and galvanised descrip- 
tions are very scarce. Tube makers are quiet, and orders are 
badly needed in the steel re-rolling and bar iron sections, 
Makers in the pig-iron section have been handicapped by the 
large imports from the Continent, but now that the duty has 
been re-imposed the effect of these heavy foreign stocks 
should be gradually counteracted. 


Engineering 

Birmingham.—There has been some improvement in the 
motor trade, but business is much below last year and is 
chiefly in the smaller type of car. A good demand for second- 
hands is reported. Makers of motor cycles are slack. Exports, 
except to the Colonies, are difficult. 

Bristol—Employment in the building industry has been 

good, and there has been a particularly heavy demand for 
painters. The position in the constructional and general 
engineering sections is also good. Aircraft manufacturers are 
extremely busy. 

Coventry.—The seeming lack of confidence seems to be 
disappearing, and the recent trade set-back is less noticeable. 
Heavy industries are fully employed, particularly engineering 
shops engaged on rearmament work. Motor firms are again 
for the most part in full production and substantial orders 
for commercial vehicles are on hand. Exports continue to 
improve, but the increase in imports of German cars cannot 
be viewed with equanimity. Trades subsidiary to the motor 
car industry have felt the recent reduced activity in that trade. 

Leicester.—Some sections are still working at high pressure, 
but others are definitely quieter than a month ago. Export 
trade is only fair. 
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Manchester.—Business in the machine tool and electrical 
instrument trades continues very active. Heavy engineering 
firms are still busy on existing contracts, but new business is 
slow in coming forward. 


Sheffield —Most firms are well employed, with plenty of 
work on hand, but new business shows a decided slackening. 
The production of precision tools and engineers’ small tools 
continues on a large scale, and many departments are pressed 
for deliveries. Makers of hacksaws, twist drills and joiners’ 
and woodworking tools report heavy order books, and the 
seasonal production of agricultural and garden tools is well up 
to average. Export trade remains at about the same level 
as a year ago. 

Wolverhampton.—The rearmament programme continues 
to stimulate business in a number of establishments, and 
general engineering is, on the whole, satisfactory. Electrical 
plant and machinery is in good demand. Building is somewhat 
quieter, although Government work in the vicinity of the town 
is substantial. Suppliers of commercial and passenger vehicles 
are busy, but the motor accessory trade remains below normal. 


Glasgow.—The position shows no material change. Ship- 
builders and owners still disagree regarding building costs. 
Practically no cargo boats have been ordered for months past, 
and unless the differences of opinion can be composed there 
are likely to be many empty berths in the yards of builders of 
cargo vessels in the near future. There is still an abundance 
of Admiralty work. 


Metal and Hardware Trades 


Birmingham.—The quieter conditions in the non-ferrous 
metal industries continue, but makers for aircraft are better 
occupied. The copper market is unsettled, and exports are 
difficult. The hardware and hollow-ware trades are only 
moderately well employed. 


Sheffield—Conditions in the cutlery trade remain quiet. 
The production of table knives is below normal for the time 
of year, while the spoon and fork sections are only fairly well 
employed. The scissor and safety razor blade sections report 
an improvement in business. Exports show a decline as 
compared with a year ago. 
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Wolverhampton.—The sheet metal trades are generally 
well placed. Hollow-ware, however, is in only moderate 
demand. 


Chemicals 


Business in the home chemical market has been fairly 
good. Enquiries for industrial chemicals have been mainly 
for small quantities to cover immediate requirements, but the 
tone of the market is good and prices are maintained. There 
has been quite a substantial business in refined coal tar for 
road making, but in other directions the coal tar products 
market is still quiet. A small but steady business has been 
transacted in pharmaceutical and other fine chemicals. There 
has been a good demand for most wood distillation products, 
although acetates of lime and wood tar have been dull. Over- 
seas trade during April was disappointing. Exports of 
chemicals, drugs, dyes and colours were £341,454 less in 
value than in April, 1937, while imports showed a decrease of 
£219,078 compared with a year ago. 





Cotton 


Liverpool.—There has been no improvement in the cotton 
trade and the “spot” market continues depressed. The 
consumption of American cotton by world spinners for the 
season to May 14th was 9,420,000 bales, or two million bales 
fewer than for the corresponding period of last season. On the 
“ futures '’ market current month’s prices show a decline of 
15 points. An interesting feature has been the large-scale 
hedging "’ of outside growths and the comparatively plentiful 
supply of contracts. Every factor in market conditions seems, 
at the moment, to be contributing to the “ bearish ”’ situation, 
and the following comparative figures with estimates for the 
current season are an important commentary in this connection. 


Wortp CARRYOVER OF COTTON (IN BALES) 


American Outsiders All Growths 
1931-32 with ...» 13,263,000 5,073,000 18,336,000 
1935-36 ...  ... 6,998,000 6,651,000 13,649,000 
1936-37 a P= 6,235,000 7,078,000 13,313,000 
1937-38 ... ... 13,400,000 10,000,000 23,400,000 


The intensive cultivation of the new American crop is proceeding 
under favourable weather conditions ; 29,000,000 acres will be 
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fully planted, whereas it had been originally intended to restrict 
cultivations to 26,384,000 acres. 

Manchester.—A further shrinkage in demand is reported 
on all sides. Exports of yarns in April showed the very 
considerable decrease of 3 million pounds below those of the 
previous month, and 43 million pounds compared with a year 
ago. Trade in the cloth market is extremely disappointing, and 
any business available is for small lots for immediate delivery. 
Exports to British West Africa, according to Board of Trade 
figures, show a very large fall, and several other countries 
have reverted to their 1936 turnover. 


Wool 


Hawick.—The Border tweed trade is still depressed, and 
short time is general at the mills. The hosiery and underwear 
sections are also dull, the summer trade not having come up 
to expectations, and the usual quota of employment is only 
three days per week. Spinners and dyers could both cope 
easily with more orders. 


Other Textiles 


Dundee.—Conditions in the jute trade are very slow, and 
spinners and manufacturers find it difficult to obtain new 
business. Orders have now been placed for sugar pulp bags, 
but this will not affect the position to any material extent. 

Dunfermline—In the Fifeshire linen trade conditions 
remain quiet, although some orders of moderate dimensions 
are always coming forward. The raw material is steady, but 
while a certain amount of business is being done in the fibre, 
spinners generally are not showing much interest. Dry spun 
flax and tow descriptions show no improvement. 


Clothing, Leather and Boots 


Bristol—There has been a slight seasonal increase in 
unemployment in the boot and shoe trade. Trade, however, 
is fairly good. In the clothing trades the ready-made and 
wholesale bespoke sections have been busy, and a number of 
temporarily stopped workers have been recalled. In other 
branches of the industry unemployment is almost negligible, 
and vacancies for certain types of skilled women workers 
temain unfilled. 

















312 


Leicester.—Trade in boots and shoes is very quiet, but 
there was some improvement during May compared with the 
previous month. Business in hosiery, although still very slow, 
has also taken a turn for the better. 

Northampton.—Demand for boots and shoes from con- 
sumers appears to be increasing, but orders from the retailers 
to the manufacturers are still small. 

Walsall.—Tanners remain slack and prices are low. The 
fancy leather trade is quiet, and glove makers are restricting 
production in view of possible tariff changes. Demand for 
sports goods is also quiet. 


Shipping 

Bristol.—Imports of grain and timber during May were 
below those received both during the previous month and in 
May, 1937. Other commodities showed some fluctuation, but 
were generally up to average. Stocks of grain and other goods, 
except timber, on hand at the docks were lower than usual 
for the time of year. 

Hull—The freight market remains extremely quiet. 
Tonnage is in plentiful supply, and rates are easy for all 
directions. 

Liverpool.—Rates have been maintained, but owners are 
still slow to respond. Outward coal freights are moderately 
active, while on the time-charter basis a fair enquiry has been 
experienced for the American trades. 

Newcastle-upon-Tyne.—There has been a rather better 
enquiry for the Mediterranean, and owners have secured 
from 6d. to gd. over April rates. The Baltic and Bay sections 
have been quiet but steady. Rates in the coasting market 
ruled generally in favour of shippers. 

Southampton.—The returns for the quantity of traffic 
dealt with at the docks during April, compared with the same 
period of 1937 and 1938, are shown below :— 


April April April 

1936 1937 1938 
Gross Shipping Tonnage (Inward)... 1,374,129 1,429,352 1,377,571 
Net Shipping Tonnage (Inward)... 742,107 768,344 758,292 
Tons of Cargo ies (Inward)... 50,573 61,919 52,317 
Tons of Cargo pes (Outward)... 28,676 39,611 31,830 
No. of Passengers... (Inward)... 17,185 16,987 16,736 


No. of Passengers... (Outward) = 14,922 13,107 15,454 
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It must be remembered that the returns for the early 
part of 1937 were influenced by Coronation traffic. The 
heavy recent eastbound movement of passengers on the 
North Atlantic routes has resulted in exceptional activity at 
the docks. 


Cardiff—The freight market is improving. Owing to 
the scarcity of tonnage, rates are hardening, especially for 
Mediterranean destinations. 


Newport.—Freight rates have declined still further. There 
has been a corresponding increase in the shipping laid up in 
British ports, and also in the number of vessels waiting for 
cargoes abroad. The 1929 level, which was the basis of the 
Government’s subsidy scheme, has already been passed in the 
downward trend of freight rates. 


Swansea.—The demand for tonnage has been extremely 
quiet for all directions. Owners have offered tonnage for the 
small supply of orders quoting very freely, and rates have 
consequently not improved. 


East of Scotland——There were only a dozen vessels on 
loading turn at the Forth coaling ports at May roth. Leith 
dock returns for April were mostly below those of a year ago, 
but grain imports showed a substantial increase. The freight 
market is quiet, with enquiry mainly from the Baltic. Rates 
are unchanged. 


Foodstuffs 


Liverpool, grain.—Wheat “ futures” closed at 6s. 74d. 
per cental—a fall of 23d. on the month. The seeding of the 
spring wheat in North America progresses satisfactorily and 
earlier fears of delayed germination have been dispelled. 
Given normal weather conditions the United States crop should, 
on an acreage basis, reach 240 million bushels, whilst in Canada 
reports suggest a reduced acreage of approximately 2} per cent. 
on the 1937 figure. The Bureau report of the United States 
winter wheat belt was so far satisfactory as to foreshadow an 
increase of 28 million bushels on the previous month’s estimate, 
and a crop of 754,000,000 bushels. A reduction in the 
Australian acreage is anticipated, but seeding conditions in the 
Argentine are very satisfactory. In the United Kingdom and 
on the Continent spring wheat is being adversely affected by 








314 


dry weather, but the European winter wheat has not suffered 
severely, except in the Mediterranean area. The demand for 
maize has not been maintained, and prices have fallen to 
7s. 5d. per cental, compared with 7s. 114d. per cental on 
April 2oth. 

Liverpool, provisions—Continental bacon has met with 
a steady market, with supplies going into consumption satis- 
factorily, while American hams have been firm at slightly 
higher prices. The consumption of lard shows signs of 
improvement at the reasonable prices now ruling. There has 
been a satisfactory demand for canned meats and fruits at 
unchanged prices. The butter market has been firm and in 
the Empire section an appreciable advance in prices has taken 
place. Cheese prices remain steady. 


Fishing 


Brixham.—Landings of wet fish for April amounted to 
1,984 cwts., valued at £3,616, compared with 2,236 cwts., 
valued at £3,646, for the previous month. The good local 
demand has maintained prices well above those ruling at other 
ports. 

Hull.—April showed an expansion of supplies, but the 
record Easter landings, which had become customary of recent 
years, ceased in 1938, owing to the number of boats laid up 
under the voluntary scheme. Prices were well maintained 
until after Easter, when a fairly general decline took place. 
Better supplies of flat fish were available towards the end of 
April, which fetched good prices. Norwegian herrings have 
been in regular supply and have realised satisfactory prices. 


Penzance.—The mackerel fishing with the East Coast 
drifters was very good during April. Catches were from 
30,000 downwards, and prices from 16s. to 8s. per 120 fish. 
Cornish liners also had a very good month, trips making from 
£110 to £40 per week. The demand for skate and ray has 
been good, skate fetching up to £6 18s. per score and rays to 
£5 18s. per kit. 

Scotland—Some progress is now being made at the 
herring fishing in the Moray Firth, and reports from both 
Peterhead and Fraserburgh indicate that the quality, although 
still inferior, is gradually improving. There has been quite 
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a keen demand for both freshening and kippering, with prices 
touching over 40s. per cran. Good landings of white fish 
have been forward at the various ports, with prices steady 
to firm. 


Other Industries 


Paper-making and Printing.—Bristol reports that employ- 
ment in all branches of the industry continues to be satis- 
factory. 

Edinburgh reports dull conditions in the paper-making 
trade, due partly to general conditions and partly to a cessation 
of buying following on the accumulation of stocks some months 
ago. The printing branch continues active, and business 
generally is very good. 

Hull reports that the timber market shows little change. 
Demand from consumers continues up to average, but this 
is not yet reflected in importers’ sales. Imports are, however, 
considerably lower than last year. Comparison between the 
average price per standard of goods imported during April 
shows practically the same ratio to the wholesale prices of 
building materials generally, as existed in April, 1937, but 
compared with iron and steel prices, softwood is relatively now 
very much cheaper than it was a year ago. Deliveries from 
stock during April were less than those for the previous year, 
but a true comparison is not altogether possible in this direc- 
tion, owing to the fact that the Easter holiday fell in April this 
year, against March in 1937, and also as large quantities of 
goods, particularly in London, were being taken into con- 
sumption on account of the erection of Coronation stands, 
etc., last year. 

















Overseas Reports 


Australia 
From the National Bank of Australasia Limited 


Industrial trading and building activities are well main- 
tained. Exports for the nine months to March 31st total 
£95,000,000 and imports £86,000,000 sterling, compared with 
exports £96,000,000 and imports £69,000,000 sterling for the 
same period last year. The new Government loan of 
£10,250,000 includes £4,000,000 for defence. 

A cable received at the end of May states that dry condi- 
tions persist over the greater part of the Western Division of 
New South Wales and also over Northern Victoria. Useful 
to heavy rains have lately fallen in Central and Southern 
Queensland, in Northern and Eastern New South Wales 
and in Western Australia. These have brought substantial 
relief to many pastoral and agricultural areas. A smaller wool 
and lamb production is expected in the forthcoming season. 


Canada 


From the Imperial Bank of Canada 


As indicated by industrial production and general trade 
activities, the business recession continues. Resistance, how- 
ever, is being maintained, and more recently the downward 
trend has been less pronounced. The action of the security 
and other speculative markets still indicates a lack of confidence 
in the renewal of recovery, particularly as regards profit 
margins and the return on invested capital. 

Statistics of iron and steel production, construction, 
output of electricity, car loadings and railway earnings, export 
trade and banking transactions all reflect the reactionary 
trend. Commodity prices have been relatively well main- 
tained. Employment has not been very seriously affected. 
The mineral industries have reflected munitions requirements. 

The crop outlook in Western Canada is the best since 
the dry years. There is plenty of moisture in most districts, 
and there are prospects of a profitable harvest if prices are 
maintained. Parliament is showing a determination to respond 
to public opinion in dealing with the railway and other taxation 
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relief problems. So far the public reaction to the monetary 
policy of the United States has indicated scepticism as to 
its soundness. 

The promise of a balanced budget at Ottawa is reassuring, 
though it is realised that it is due to increased taxation rather 
than to retrenchment in expenditure. A $40,000,000 pro- 
gramme of more or less essential public works is regarded with 
mixed opinion. The Government’s fiscal programme is not 
likely to prove disturbing. It is expected that any tariff changes 
will be delayed, pending the completion of the trade negotia- 
tions between London and Washington. 

The trend of the economic index has been downward 
since the high point of the recovery towards the end of 1936. 
Financial factors have continued strong. Banks and other 
institutions continue to place their funds largely in public 
securities. The reactionary factors have included common stock 
prices, stock exchange trading and business operations. Bank 
deposits, which were temporarily affected, have latterly recovered. 
Dividend payments have been satisfactorily maintained. 


India 


Bombay.—Cotton has been weak in world markets, and 
prices are only sustained by the nine-cents loan scheme in 
the United States. The Bombay market has been inactive. 
There is some demand from Europe, but the off-take by the 
Far East is extremely small. 

There is no improvement in the demand for British 
piece-goods, and the recent drop in the exchange has proved 
another disturbing factor. The trade in lighter fabrics, usually 
evident during the Hot Season, has failed to develop. Trade 
in Swadeshi goods has been a little brighter, with steady retail 
clearances. Business in yarns has been poor. Consumers 
hold fair stocks, and have little confidence in current prices. 


Calcutta.—In raw jute there has been little or no change. 
There is a small but steady demand from the mills for low 
quality. The tone is steady. The market in pucca bales has 
fluctuated, opening quiet but with moderate business later 
at lower levels. Prices have been steadier but the outlook is 
bearish. Fluctuations in hessian prices have been narrow, 
but despite poor demand rates are steady. Local stocks have 
again risen. American consumption figures are disappointing. 
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Negotiations toward a mill-working agreement are still pro- 
ceeding. There has been little activity in heavy goods, apart 
from a moderate Far Eastern demand. The shellac market 
has been dull, foreign demand being negligible. Bysacki 
crop imports in the interior are increasing. The tea market 
is closed. Demand for hides has decreased further and prices 
are steadily declining. 


Burma 


Rangoon.—Rice shipments from Burma this year total 
1,421,000 tons, or nearly the same as last year. Rumours of 
large sales to Japan are unconfirmed. Paddy is still held up 
in the jungle, and sellers are withdrawing. Prices have again 
advanced. Improvement in rice prices was not maintained. 
Only Europe shippers are active, for China and India are quiet. 
The crop is expected to be below the Government's estimate. 
The market is steady. Heavy rains have already fallen. 

The European timber market continues very quiet, and 
the Indian market dull. In hardware the improvement in 
off-take has continued. Stocks of some lines are very low. 
Home and Continental prices continue weak. No improve- 
ment is expected in the Indian situation where stock-holders 
are keen sellers. Dealers are not anxious to buy, as the demand 
is expected to fall away. 


Eire 

Rainfall during April was the lowest within memory. 
The drought, coupled with severe night frosts, had a most 
injurious effect on pastures and cereals. During the first 
fortnight of May a break occurred, and the position, which 
was rapidly becoming desperate, has been relieved at least 
temporarily. With some weeks’ really heavy rains the harvest 
may yet prove bountiful. All seasonal work on the farms 1s 
well in advance. The sowing of spring cereals was completed, 
the crops germinating well and brairding evenly. Though 
tubers had been used freely for feeding, considerable supplies 
of old potatoes remained at the end of April. The crop was 
sown under ideal conditions. Early potatoes made good 
progress but suffered later from night frosts. Livestock are 
reported to be in fair condition, despite the lack of grass. 
Provincial fairs were on the small side, in view of the prospect 
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of better prices. The health of sheep flocks was well main- 
tained apart from outbreaks of sheep scab in two counties, 
now under control. Market demand was slow and prices 
difficult to maintain. The number of pigs on offer continues 
normal. Breeding stocks are well maintained and still tend 
to increase. 

The chief interest in the settlement with Britain is the 
removal of the penal duties on cattle and other exports from 
Ireland. The agreed payment of the £10,000,000 to Great 
Britain is to be met by borrowing. The budget for the current 
year estimates a revenue of £31,505,000 and an expenditure 
of £34,427,000. While there are no reliefs there are no 
increases in taxation. The standard rate of income tax 
continues at 4s. 6d. in the pound. 


France 


From Lloyds & National Provincial Foreign Bank Limited 


The adverse visible trade balance for the first four months 
of 1938 was Frs.6,218 millions, compared with Frs.6,251 
millions in 1937. The trade returns are summarised below :— 




















First four First four 
months, 1937 months, 1938 Difference 
Frs. mill, Frs. mill. Frs. mill. 
Imports— 
Foodstuffs = ele 3,505 4,001 + 496 
Raw Materials ... bias 8,027 9,253 +1,226 
Manufactured Articles ... 1,983 2,331 + 348 
Total ... =x 13,515 15,585 +2,070 
Exports— 
Foodstuffs 1,064 1,260 + 196 
Raw Materials al 2,525 3,107 + 582 
Manufactured Articles ... 3,675 5,000 +1,325 











Total ... _ 7,264 9,367 +2,103 








The franc value of imports has increased by over 15 
per cent., while that of exports has increased by nearly 
29 per cent. compared with 1937. 

The number of registered unemployed on May 14th was 
355,792, compared with 389,271 at the same time last year. 

Railway receipts from the beginning of the year to May 6th 
amounted to Frs.4,681 millions, representing an increase of 
Frs.1,069 millions, or 29°48 per cent., compared with the 
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same period last year. It must be remembered, however, that 
rates were increased, in July 1937 and again in January this 
year, by approximately 45 per cent. 

The general rise on the Paris Bourse, which began in 
April as a result of the first decrees issued by M. Daladier’s 
Government, continued for two or three days, but the 
market was later unfavourably influenced by the fluctuations 
of the franc. Early in May the franc was reduced to a value 
of Frs.179 to the pound. A general upward movement resulted 
from the new monetary policy, and French Rentes improved 
considerably. Bank and industrial shares also improved. 

The new 5 per cent. Defence Loan issued on May 16th 
at 98 per cent. was quickly subscribed. 


Le Havre.—The latest devaluation of the franc has resulted 
in a comparatively heavy turnover on the cotton futures market, 
but the increase in prices only reflects the fall in the franc. 
The carry-forward of cotton, all growths, will be very heavy, 
but stocks in Havre have fallen from 304,000 bales to 282,000. 
While deliveries have been moderate, arrivals have been poor 
owing to the practical impossibility of obtaining good poo xv 
of American cotton, 

Price movements in the coffee futures market have 
responded to the further fall in the franc, but turnover has 
been moderately good. Deliveries to the interior have been 
heavy owing to fears of increased import duties, and stocks 
have fallen from 691,000 bags to 566,000. On May 3rd the 
“ Taxe Unique” of Frs.80 per 100 kilos. was abolished and 
the “ Taxe de Consommation” was increased by Fr.ror to 
Fr.281 per roo kilos. It is expected that a new agreement 
between France and Haiti will be reached in the near future, 
one result of which will be the entry into France of Haiti 
coffee under more favourable conditions. 


Lille-—The new devaluation of the franc tends to increase 
rather than to lessen the difficulties of the spinners. The rise 
in cost of the raw material, purchased abroad, has not stimulated 
any new demand for yarns, and prices tend to sag below 
pre-devaluation levels without attracting buyers. Uncertainty 
prevails, and dealers and manufacturers are not yet prepared 
to buy for stock. Hopes are expressed of a revival in the 
export trade with the present low value of the franc, but the 
prospect of increased costs and possible demands for increases 
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in wages is a discouraging factor. Spinners are still fully 
occupied on old contracts on the basis of a 32-hour week, 
but deliveries are being retarded and stocks of yarns continue 
to grow. 

O The price of Russian and Baltic flax has risen as the 
result of the franc devaluation, and for spinners the lag in 
yarn prices is a serious matter. There has been more demand 
for home-grown and Belgian flax, but the question of future 
supplies is viewed with concern, owing to the prospect of 
reduced shipments from Russia and the possibility of poor 
local crops owing to the dry weather of past months. Among 
the weavers, demand remains on a small scale, and it is only 
orders on Government account which enable present working 
conditions to be maintained. 


Roubaix.—A more confident tone prevails. Low prices 
have stimulated purchases of raw wool, but the season is 
already well advanced and there is much leeway to make up. 
Combers are working at over 50 per cent. capacity. While 
there is a good demand for merino and crossbred tops, there 
is a reluctance to sell as local quotations lag behind the 
depreciation of the franc. Stocks of tops in local combing 
mills were still high at 9,367,000 kilos. at the end of April, 
but by now some of these should have been absorbed. 
French woollen yarns, assisted by the new exchange rates and 
comparatively low tariffs, can now compete favourably in 
Belgium with local products. Preparations for winter require- 
ments in the home hosiery trade are well advanced, and the 
spinning section is working at about 80 per cent. of capacity. 
Piece goods manufacturers are busy on Government contracts 
and ordinary trade in both low-class and fine cloths has revived. 
The tendency is to take small stocks for quick delivery. Forward 
bookings are thus at a low level, but the undertone is healthy. 
As yet there is no appreciable improvement in the export of 
cloth. Unemployment tends to diminish. 


Belgium 
From Lloyds & National Provincial Foreign Bank Limited 
Antwerp.—The recent strain on the Belgian currency, 
added to the difficulties created by the international political 


Situation, has had an adverse effect on business. There has 
been a persistent fall in Government securities as well as in 
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industrial shares. Business in raw materials and commodities 
has been restricted, with a downward tendency in quotations, 
The market in wool futures has been very active. Quotations 
in Belgian francs for distant futures have appreciated by 
Io per cent., but those in pence have shown little variation, 


Brussels.—Business in iron and steel remains very quiet 
with little change. A certain demand has emanated from 
Japan but the hoped-for improvement has not materialised, 
If, as is expected, the Cartel is renewed, matters should change 
for the better. There is very little alteration in the coal market. 
The demand for house coal continues to be regular, but there 
is no improvement in industrial fuel. Stocks, however, 
increased less in April than had been anticipated. 


Germany 


The seasonal upswing in business continues, and during 
April unemployment fell from 508,000 to 423,000. At the 
meeting of bankers on May toth and 11th Dr. Funk, the 
Minister of Economics, hinted that Jews are to be eliminated 
from banking entirely. Only two Jewish banks of importance 
remain, but there are a large number of smaller banks. The 
restrictions on new capital issues for private companies is to 
be relaxed. Industry is to be provided with more bank credits, 
so that in the bank balance-sheets advances will tend to replace 
discounts of “ special bills." The liquidity of the money and 
capital markets may thus be diminished. This change will 
begin to become apparent in the autumn when the first 
“ Treasury Certificates "’ (issued in place of “ special bills ”) 
mature. Dr. Schacht and others emphasised that the previous 
method of financing had turned out well, and that tax revenues 
now totalled Rm.14,000 millions, or more than twice those of 
1933-34. No reduction in taxes, however, is to be expected. 
Jews have till June 30th to make a specified declaration 
of their property, so that there may be a basis for further 
elimination of Jewish capital from German business. In 
Austria where the Jewish influence in business is widespread, 
this has special significance. 

The latest balance-sheet of the Reichsautobahnen Company 
shows that in the last five years Rm.2,110 millions have been 
spent on building the new motor roads. The capital of the 
Reichswerke Hermann Géring has been raised from Rm.5 
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to Rm.400 millions, of which the Government has assumed 
responsibility for Rm.240 millions. Rm.25 millions are to 
be subscribed by private companies operating in the heavy 
industries, and Rm.130 millions will be offered by a group of 
bankers in the form of 44 per cent. Preference shares. 


Holland 


Unemployment declined during April from 420,790 to 
372,435. A decrease at this time of year is a normal seasonal 
feature, but this year it is very large. The decline has been 
chiefly in the building trades and agriculture, which have 
profited from the good weather, while unemployment amongst 
unskilled workers shows an increase. The Government has 
decided to provide useful work for a larger number of the 
unemployed. The increased provision has been fixed tem- 
porarily at 50 per cent. of the number who have been already 
set to work, raising the total figure from 50,000 to 75,000. 


Foreign trade suffered in April a somewhat serious set- 
back. 





ForREIGN TRADE OF THE NETHERLANDS 
Percentage of 


Imports Exports Imports covered 

by Exports 
1937 1938 1937 1938 1937 1938 
January ... ed 106 119 73 82 68-9 68-9 
February ... abi 105 118 79 82 75-2 69-5 
March ... oe 125 120 94 90 75-4 75-0 
April a soi 142 115 101 81 71-1 70-4 





Total, four months 478 472 347 335 72-6 70-9 


The decline in foreign trade has been associated with a 
fall in the prices of commodities :— 


INDEX NUMBERS OF WHOLESALE PRICES 
(1926/30 = 100) 
Raw Manufactured General 
Foodstuffs Materials Products Index Number 


September, 1936... 65-8 48-4 66-1 62-6 
Average, 1937 7 75-8 69-3 78-8 76-2 
January, 1938 79-0 61-8 78-1 75-2 
February, 1938 77-9 59-9 77-6 74-2 
March, 1938 75-4 59-3 77-0 73-2 
April, 1938 74-4 58-0 76-6 72-5 
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The cost-of-living index number for working-class families, 
reckoned on a base of 100 for the pre-war period, was 138-2 
in April, compared with 137-9 in March and 132 in September, 
1936. 

The Amsterdamsche Bank has published statistics showing 
that 125 limited liability companies, with an aggregate share 
capital of Fl.422 millions, earned in 1937 profits of Fl.60-4 
millions, compared with F1.38-5 millions in 1936, or an 
increase of 57 per cent. The average dividend paid rose from 
4°4 per cent. in 1936 to 6-8 per cent. in 1937. 

During the first half of the month the new depreciation 
of the French franc and the pressure on the belga led to con- 
siderable movements of capital. The Exchange Equalisation 
Fund had the situation well under control, notwithstanding 
the repatriation of a large amount of French capital. The 
French withdrawals had practically no effect on the money 
market. 

The recovery of gilt-edged prices has continued and the 
market for new issues has resumed its activities. 


Norway 


The general index number of the cost of living on 
April 15th was 171 (July, 1914 = 100) or the same as in 
March. The number of unemployed persons on April 15th 
was 29,850, against 34,104 the preceding month and 31,824 in 
April, 1937. The monthly index of industrial production 
(basis, 1935 = 100 adjusted for the varying number of working 
days) stood at 118 in March, compared with 133:6 in 
February last and 121 in March, 1937. The March decline 
of 16 points is the most pronounced decline recently experienced. 


Home Market Export Total of 

Industries Industries Industries 
Year Feb. Mar. Feb. Mar. Feb. Mar. 
1934 en 92 94 101 103 95 97 
1935 _- 96 98 116 101 103 99 
1936 — 103 108 124 104 110 107 
1937 ~e 123 125 122 112 123 121 
1938 ose 128 122 144 lll 134 118 


The wholesale price index for May 15th remains unchanged 
from the previous month at 154 (basis, 1913 = 100). 
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The trade returns are summarised below. The exports 
show the lowest monthly figure for nearly two years. 


April, March, April, 4months, 4 months, 





1937 1938 1938 1937 1938 

Kr. mill, Kr. mill. Kr. mill. Kr. mill. Kr. mill. 
Imports ... —< I 111-6 107-0 422 398-7 
Exports ... eine 70 66-0 54-2 261 245-9 
61 45-6 52-8 161 152-8 





An examination of the financial position on January rst, 
1938, shows that if allowance is made for changes in the 
quotations of shares, bonds and foreign exchange, the net 
indebtedness to foreign countries declined during 1937 by 
Kr.121 millions. If these changes are ignored, the investigation 
reflects a repayment during 1937 of Kr.109 millions of 
Norwegian foreign indebtedness. 


Sweden 


The Russian offerings of timber, made during the winter 
and spring at abnormally low prices, did not stimulate buying 
in the import countries as had been anticipated by the sellers. 
Therefore at the beginning of May a further and unexpected 
reduction in Russian prices was made. This took the form 
of a bonus on new purchases, ranging between ros. and 15s. 
per standard. The Russian price policy seems to have been 
dictated more by financial difficulties than by the prevailing 
market conditions. Swedish and Finnish sellers have main- 
tained throughout a reserved attitude, and foreign markets, 
with stocks still on hand, have been somewhat sceptical of 
the Russian offerings. Sales from Sweden have been small, 
only England and Holland being buyers. Up to May 15th 
not more than about 325,000 standards had been sold, this 
being an unusually low figure. Sales are expected to become 
more active within the next few weeks, as consumption is 
good and stocks are diminishing. 

On the pulp market the same relative stagnation prevails. 
Fresh sales are few, although contracts are being signed for 
new supplies at reduced prices, in connection with the 
conversion or cancellation of earlier contracts. Japan has 
adopted drastic measures to restrict her imports, including 
those of chemical pulp, while in several other countries, 
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such as Germany, Italy, Brazil and Greece, fresh difficulties 
are limiting business. Dealings in mechanical pulp have 
— ceased, as buyers are now holding substantial 
stocks. 

The paper market has been influenced by the fall in the 
price of pulp. Buyers of paper are waiting till their older 
stocks are depleted. On April 27th Scankraft further limited 
production to 65 per cent., Scangreaseproof to 50 per cent., 
and Scansulfit to 25 per cent. of capacity. All are reducing 
their general minimum prices by £3 per ton. A revived 
interest in new business has already been noted. 

On the Swedish iron market some improvement in demand 
has been noticeable, and commercial iron works have been 
receiving an increased supply of orders. This brightening is 
looked upon as somewhat unreliable, but employment is 
expected to remain about the same. A 5-kronor reduction in 
the price of Swedish scrap has been effected, and the supply 
of scrap is now larger than the demand. The metal tube 
market is weak, but earlier speculative stocks are now 
becoming depleted. The production of different classes of 
iron has been very irregular during the past quarter. 

During the first four months of this year iron-ore exports 
showed a record increase of 454,000 tons to 3,280,000 tons, 
compared with the same period of last year. 


Denmark 





The price of butter has fluctuated between Kr.227 and 
Kr.233 per 100 kilos, compared with Kr.187 a year ago. Eggs 
have been in good demand and prices have advanced from 
Kr.80 to Kr.106, compared with Kr.72 a year ago. Bacon has 
dropped from Kr.192 to Kr.182 per 100 kilos. A year ago the 
price stood at Kr.174. 

During the first quarter of 1938 Denmark’s imports 
totalled Kr.432-2 millions, against Kr.399-6 millions last year. 
Exports at Kr.365-5 millions compared with Kr.350-3 millions 
in 1937. The import surplus amounts to Kr.66-7 millions, 
against Kr.49°3 millions. 

The foreign exchange reserves of the National Bank 
amount at present to Kr.70-4 millions, or about Kr.17 millions 
below their maximum of recent months. Caution, however, is 
inspired by the fear that increased imports of grain and feeding- 
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stuffs will be necessary next autumn as a result of a probable 
small harvest. The income from shipping freights is also 
declining. 

No rain of any importance has fallen for several months. 
These factors have greatly reduced the prospects of a good 
harvest, but heavy rainfalls within the near future can still 
change the situation for the better. 

The wholesale price index dropped another two points in 
April, and is now I13 as against 120 a year ago. The import 
price index fell one point to 116, compared with 132 a year 
ago, while the export price index rose five points to IIo, 
against 103 in April, 1937. While a year ago there was a 
difference in our disfavour of 29 points between the import 
and the export index, this difference has now narrowed to six 
points. The cost-of-living index has remained since October, 
1937, at 107. This figure is three points higher than that 
of April, 1937. Higher taxation and higher wages make it 
difficult to reduce internal prices. The industrial production 
index rose in March from 105 to 108, and is only one point 
lower than a year ago. With only 9,500 flats under construction, 
as compared with 14,700 a year ago, building activity is still 
rather limited. At the end of April unemployment totalled 
92,909 registered workers or 20-7 per cent. of the total number, 
which compares with 22-1 per cent. at the end of March and 
I7°5 per cent. a year ago. Total deposits in all joint-stock 
banks amounted in March to Kr.2,131 millions, or Kr.43 
millions above those of March, 1937. Loans and discounts 
show only small changes. The Stock Exchange has been very 
inactive, 


Switzerland 


From Lloyds & National Provincial Foreign Bank Limited 


Business on the Stock Exchanges during the last month 
has continued quiet. Nevertheless, Federal Bonds have kept 
steadily firm, and the best industrials have also shown strength. 
A certain amount of money has lately returned to France, 
but it has not had any undue effect on prices on the Bourses, 
and at the moment the exchange is tending to move in favour 
of the Swiss franc. Norway has recently contracted in 
Switzerland a loan of Swiss Frs.46,500,000 at 3 per cent. 
at an issue price of 95 per cent. This is being used to pay off 
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the 4 per cent. Norwegian Loan, 1911, quoted in Switzerland. 
It is also reported that a group of Swiss bankers have recently 
participated to the extent of Swiss Frs.20 millions in a loan 
made to the Argentine by Dutch and Swiss bankers. Money 
remains very plentiful. 


Morocco 


From the Bank of British West Africa Limited 


Abundant rains during the past month throughout 
Morocco have improved the crop outlook, particularly in 
maize, seeds, and late sowings of wheat. The recent depression 
has, consequently, given way to optimism which has stimulated 
business, a little checked, however, by the new devaluation of 
the franc. Demand for textiles continues good against medium 
stocks, but prices continue to decline, because of the fall in 
prices in Japan. Green tea continues in good demand, with 
prices rising in sympathy with those current in Shanghai. 

Preliminary French zone trade returns for 1937 show 
total imports of nearly 1,000,000 tons, valued at Frs.1,765 
millions, against 861,000 tons and Frs.1,150 millions in 1936. 
Total exports are over 2} million tons, valued at Frs.1,144 
millions, against just over 2 million tons and Frs.781 millions 
in 1936. Because of the crop failure the adverse trade balance 
of the French zone has risen from Frs.369 millions to Frs.621 
millions. 

The French-Moroccan railway receipts in 1937 totalled 
Frs.66-5 millions, against Frs.58-7 millions in 1936. Expendi- 
ture at Frs.61 millions was about the same as in 1936. The 
9 pieaaaag is thus Frs.3-7 millions, against Frs.3-3 millions 
in 1936. 


The United States 


The Relief Recovery Bill, which provides something in 
excess of $2,500 millions for various aspects of relief work, 
has passed the House of Representatives and is expected to 
pass through the Senate speedily without any substantial 
amendment. A Tax Bill has been approved by both sections 
of Congress, thus ending disputes lasting more than half a 
year. The new measure has freed small companies entirely 
from the undistributed profits tax and has rendered the impost 
on large concerns almost nominal. 
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It does not appear that the bottom of the depression has 
yet been reached, and the Government spending programme 
can hardly have much effect before the autumn. One business 
activity index is now down to the level of just after the “‘ Bank 
Holiday "’ early in 1933. Total production of pleasure cars 
and motor lorries is not expected to aggregate more than 2} 
million units, which is about one-half of last year’s output 
and roughly equal to that of 1931. For April bankruptcies 
numbered 1,116, with $20,106,000 of liabilities. The March, 
1938, and April, 1937, figures were 1,088, $15,567,000; and 
786, $8,906,000. Desterilisation of gold and reduction of 
reserve requirements are gradually increasing the excess 
reserves of members of the Federal Reserve System, and 
these are now $2,500 millions. Money is extremely cheap. 
Brokers’ Loans pursue their downward course—on April 30th 
$466,766,000 was outstanding, or a decline of over $54 millions 
from the end of March and less than 40 per cent. of the volume 
a year ago. Bankers’ Acceptances have touched the lowest 
point for 21 years, total commitments at the end of April 
being $278,707,940. 

Refiners recently decided that the current price for 
granulated sugar was too low. By mutual agreement a price of 
$4°65 per 100 Ibs. was fixed, and the local market has since 
held steadily at that figure. Nevertheless, the quotation for 
“spot” raws has declined, which indicates the disequilibrium 
between supply and demand. 

The rubber market has been dull. The tyre industry, 
the most important factor, suffered a drastic curtailment of 
output during the first quarter in order that stocks should 
be reduced to manageable proportions. So far as new cars 
are concerned the demand for tyres will probably be about 
half of that for last season, but old cars needing fresh equipment 
are considerably greater in number than last year. 

Home sales of copper amounted to 22,790 tons in April, 
or fractionally larger than in March. Business is very quiet, 
and home prices are maintained. Spot Straits tin has been 
offered here as low as 35 cents and has recovered to 38 cents. 
The tin plate industry is working steadily at about 50 per cent. 
of capacity. Lead and zinc are both unchanged in price. 

_ _During April eleven out of ninety blast furnaces engaged 
in the manufacture of pig-iron were shut down. The output 
of pig-iron in April was 1,376,141 tons, or a daily average of 
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45,871 tons compared with 46,854 tons for March. The 
United States Steel Corporation reports April shipments of 
501,972 tons of finished products, or about 70,000 tons less 
than in March. Production of steel ingots likewise shows a 
decline to 1,925,166 tons, equal to 33°44 per cent. of capacity, 
Throughout the industry conditions are dull, without much 
hope of improvement yet. A number of concerns may resort 
to price shading with the object of obtaining the orders 
needed to keep plants at an effective minimum of activity. 
Total exports of cotton this season amount to 5,201,997 
bales against 4,944,038 bales for the parallel period last year, 
About the middle of April, reports of the Administration's 
reflationary programme gave temporarily the impression of 
imminent inflation and the price of cotton advanced. Since 
then a reaction has been experienced. The Government lending 
agency has advanced over $233 millions so far this season 
against 5,340,194 bales. There is believed to be a balance of 
about 1,600,000 bales held as collateral for loans of earlier 
years, so that at present there is pledged more cotton than is 
likely to be used by home mills this year. For the nine 
completed months of the cotton year home mills have consumed 
4,438,159 bales, compared with 6,010,883 bales in 1936-37. 


South America 
From the Bank of London and South America Limited 


Argentina.—Good general rains have recently fallen, and 
while they have impeded the harvesting of this year’s crops, 
they mean that the outlook for next season’s cereal crops should 
be excellent. Meanwhile the latest estimates of this year's 
crops show a reduction since last year of 25:8 per cent. in 
the wheat yield, 20-5 per cent. in that of linseed, 13-0 per cent. 
for oats, and 21-0 per cent. for barley. Pasture is now excellent 
as a result of the recent rains, and the condition of animals 
has greatly improved. The wool market has been active, 
with German buying in evidence. 

The better prospects for next year’s harvest are of im- 
portance in more ways than one. For the first four months 
of this year exports were only 495 million pesos, compared 
with 1,075 million pesos a yearago. Imports are now beginning 
to reflect the recent contraction in exports, and this should 
help to strengthen the exchange. The decline in imports also 
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shows that trade is falling off, and the textile market in particular 
is heavily over-stocked. Prospects for the future depend mainly 
upon next season’s crops, and that is why the recent heavy 
rains are so favourable a portent. 


Brazil_—April coffee shipments totalled 1,482,000 bags, 
compared with 961,000 bags in April, 1937. Since the end of 
November, when Brazil changed her coffee policy, shipments 
have averaged over 1,400,000 bags a month, compared with 
only 981,000 bags a month from January to October. A 
conservative view is that future shipments may average the 
equivalent of 16,500,000 bags a year. The quality of the 
1938-39 Sao Paulo crop will be much above the average. 
The number of trees in production in that State in 1938-39 
will not exceed 1,400 millions. In 1934-35 they totalled over 
1,600 millions. 

Chile—The trade returns for the first two months of 
this year show that imports were running about 50 per cent. 
in value above those for 1937, while exports had shrunk by 
18 per cent. This divergence in trend accounts in part for 
the difficulties now experienced by importers in obtaining 
foreign exchange. There has, however, according to a 
Valparaiso report, recently been considerable activity in 
produce both for export and home consumption. The export 
of wheat is still prohibited. 

Uruguay.—Recent good rains have helped the pastures, 
and the condition of livestock is satisfactory. The Montevideo 
cattle market has been fairly active. 


Japan 

There is no indication of any significant change of trend. 
Foreign trade continues to shrink, and export orders are 
falling. Metals have declined sharply in price, but other 
commodities are firmer. The stock market remains depressed, 
primarily because of fear of control. Government disburse- 
ments continue heavy. Money is easy and bonds sell well. 
Meanwhile the list of controlled commodities is lengthening. 
Copper consumption has been restricted and petrol rationing 
inaugurated. 
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Issue Department 


Statistics 
BANK OF ENGLAND 












































N Govt. Other Oth Silv Fiduciary 

Ciscuietien. Debt. Pe Seoumies. Coin. i, Gold 

£ mn. & mn. £ mn. £ mn. £ mn. £ mn, £ mn. 

End March, 1931 357-1 11-0 232-0 12-9 +-0 260-0 144-5 
1932 360°5 11-0 240-9 19-3 3°8 275-0 120-8 

1934 378-8 11-0 245-4 0-1 3°5 260-0 191:1 

1935 381-4 11-0 246-7 0-2 2-1 260-0 192°5 

1936 406-5 11-0 246-5 1-5 1-0 260-0 200°6 

1937 473°8 11-0 187-0 2-0 —_ 200-0 313+7 

May 18, 1938 478-6 11-0 188-2 0-7 —_ 200-0 526°4 
May 25, 1938 480-2 11-0 188-5 0-5 — 200-0 326°4 

Banking Department 
° Govt. Discounts; Other | 

Public Bank Orl oe , P. - 

Deposits. | Deposits. | Deposits. | Secur- |, and | Secur- | Reserve. | "tion" 

£ mn. x& mn. £ mn. £ mn, £ mn, £& mn. £ mn. ° 

End March, 1931 17-2 58-8 34-7 30-3 | 24-6 25-7 | 48-3 43°6 
1932 27-2 54-6 34-4 35°7 | 11:7 51-1 35°9 30°9 

1934 17-5 94-5 36°39 77-1 5-6 11-0 73°4 49-2 

1935 | 20-1 96-6 41-2 87-6 5-6 11-4 71-7 45°3 

1936 18-0 83-6 37-0 80-3 5-0 16-7 54-9 39°6 

a - 1937 52-2 62-3 38°5 100-5 7-1 22:9 | 40-8 | 27:7 
May 18, 1938) 28-5 | 93-2 | 36-0 | 98-3| 7-8 | 20-7 | 48-5 | 30:8 
May 25, 1938 26-5 91-2 36°1 95-7 9-5 19-4 | 47-0 | 30°5 

LONDON CLEARING BANKS (monthly averages) 
Accept- Call 
~ Balances 

Deposits. ances, Cash. d and Bills. Invest- Advances. 

“| Guareae | loge. See | i ao 

£ mn. £ mn. £ mn. £ mn. £ mn. £ mn. £ mn. £ ma. 

March, 1931 | 1,763-9 | 121-5 184-0 43-5 114-1 240-4 311-1 936:1 
1932 | 1,676-4 98-7 174-0 43-4 112-5 216-8 281-9 9021 

1934 | 1,830-6 112-8 218-9 43-5 120-4 202:1 547-1 753°0 

1935 | 1,923°3 117-7 214-0 43°6 133-4 207-0 614-4 | 766°8 

1936*, 2,108-3 105-2 | 216-7 53°8 162-4 252-0 635-1 | 849-2 

»  1937* 2,244-2 22-5 225-8 62-7 169-8 247-8 667-4 | 934-4 
Mar., 1938*, 2,253-7 112-0 244-2 59-1 150-4 238-6 634-0  995°2 
April, 1938* 2,268-0 | 111-9 246-4 59-7 150-1 248-5 637°7 , 993°7 








* Includes the District Bank. 
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Town 


Metropolitan 


Country 


























Clearing Clearing Clearing Total 
£ mn. £ mn. £ mn. £ mn. 
1930 ... 38,782 1,812 2,964 43,558 
1931 31,816 1,668 2,752 36,236 
1932 27,834 1,610 2,668 32,112 
1933 27,715 1,657 2,766 32,138 
1934 . 50,740 1,760 2,984 35,484 
1935 32,444 1,887 3,229 37,560 
19356 35,039 2,040 3,538 40,617 
1937 ... 36,719 2,162 3,805 42,686 
1937 to May 26 15,299 887 1,538 17,724 
1938 to May 25 13,586 863 1,529 15,978 
1937, May (4 weeks) 2,563 159 283 3,005 
1938, May (4 weeks) 2,695 160 293 3,148 
BANKERS’ PROVINCIAL CLEARING RETURNS 
Mar., Mar., | Mar., | Mar., | Mar., | Mar., | Mar., | Mar., | Apr., 
1929 1932 1933 1934 1935 1936 1937 1938 1938 
£mn.| £mn.| £mn. £mn.| Emn.| £mn.| £mn. | £ mn. | £ mn. 
Birmingham...| 11-9 9-0 9-7 11-3 9-6 10-7 11-3 10-6 9-1 
Bradford 5°9 3-4 3°3 4-2 3°8 4-7 4-6 3°6 3:6 
Bristol 5°3 4-9 5-0 5-4 4-9 S°5 5°5 5-9 4-9 
Hull... 40, 3:0) 3:2) 32) 3:2) 34) 40! 40! 3-4 
Leeds 44) 38) 38) 44) 43) 3:9) 48) 43) 41 
Leicester 36) 31) 31 3:3) 28) 31) 33) 33) 2-9 
Liverpool 34-2 25-6 25°6 26-8 25°8 | 27°5 35-8 24-8 19-7 
Manchester... 58-0} 42:5 42-1) 46-1) 42-8 44-9), 50-7) 44-0| 38-2 
Newcastle-on- 
Tyne 65 5:7 65 69! 5:5 57) 63) 69) 6-4 
Nottingham 28) 19 19) 2:0! 20, 21; 23) 23) 2-0 


Sheffield 














LONDON AND NEW YORK MONEY RATES 














LONDON New Yor 
Treasury Bills F.RB 
Bank ———/3Months’ Short Re- | Call. | Accept: 
Rate Tender Market Bank Bills Loans discount Money ances 
Rate Rate ‘ate 
Percent. Percent.) Per cent. Per cent. Per cent. || Percent. Percent. Percent, 
End March, 1931 3 244 213-25 2 — 
” » 1932 | 3h | 24; lj 24-2 2-3 3 24 2h 
” » 1934 | 2 a ‘ ti tl 1} 1 i 
- » 1935 2 $ Hi ve~t +1 1} 1 ve 
» 1936 2 44 4 bint’s +-1 1} i Ys 
» 1937 2 } 4 Ts $-1 1} 1 aa 
April 27th, 1938 2 * - H }-1 1 1 ; 
May 25th, 1938 2 + 4 — 4-1 1 1 ; 
FOREIGN EXCHANGES 
Leadon 1936 1937 1938 
™ May 20 | May 26 | April 27 | May 4 | May 11 | May 18 | May 3 
New York— 
(a) Spot ... 4-977 4-945 4-981} 4-993 4-973} 4-96} 3 4-944 
(b) 3 months tic. p.m. | 1y,c. p.m. | }§c. p.m. |94c. p.m. | $4c. p.m. Cc. p.m. | 79C. p.m. 
Montreal 4-983 4-9314 5:01 5-02} 5-00} 5-014 4-99} 
Paris— 
(a) Spot... 754 11048 16034 1693 17743 177%4 178}; 
(6) 3 months Fr. 5,4, dis. Fr. 1}{dis. Fr. 5$ dis.) Fr. 4 dis.| Fr. § dis. | Fr. 1 dis. Fr.1,), dis. 
Berlin— 
(a) Official ... 12-35 12-314 12-40 12-41} 12-37} 12-37} 12-32} 
(b) Registered , 
Marks | 463% dis. 50% dis. 503% dis. 50§°% dis.|518% dis. '51}% dis.514% dis. 
Amsterdam 7°35} 8-98} 8-96 8-963 8-98} 8-97} 8-97 
Brussels 29-39 29-294 29-594 29-644 29-55 29-544 | 29°H 
Milan ... 633 93% 94} 945 94,%, 94/7 9348 
Zurich 15-38 21-60} 21-69 21-75} 21-793 21-75} | 21-70} 
Stockholm 19-394 19-394 19-40} 19-40} | 19-40 19-40 19-39} 
Madrid 367; 85* 110* 115* 115* 115* 115* 
Prague -- | 12 141}3 143} 1434 14213 142}3 1423; 
Buenos Aires— 
(a) Export ... 15 15 15 15 15 15 15 
(6) Import ... 17-02 16-00 16-00 16-00 16-00 16-00 16-00 
(c) Free 17-99 16°16 18-97 18-98 19-00 19-02 18-95 
Rio de Janeiro— 
Prov. Deposit 
Rate 873800 763000 878700 | 873790 | 873530 878440 | 873120 
Valparaiso 134 131}* 125* 125* 125* 125* 125* 
Bombay 184d. 184d. 173d. 17}id. 17 #d. 17}4d. 173d. 
Hong Kong 153d. 14}43d 143d. 14jd. | 14§d. 144d. 14§d. 
Kobe ... 1/2% 1/2 1/2 1/2 1/2 1/2 1/2 
Shanghai 144d. 144d. 13$d. 12}d. 124d. 10}2d. 11,4. 
Gold price 139s. 114d. 140s. 7d. | 139s. 7d.| 139s. 6d.) 139s. 11d. | 140s. Od. | 140s. 744. 
Silver price 20 4d. 20}d. 18}3d. 18§d. 18} 4d. 18}3d. 18#d. 


{ u — 





* Nominal. 
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PUBLIC REVENUE AND EXPENDITURE 
1937-8 1938-9 
1934-5 | 1935-6 1936-7 1937-8 to to 
May 22 May 21 
REVENUE— £mn. | £mn. £mn. Emn. | £mn. | £ mn. 
Income Tax 228-9 | 238-1 257-2 | 298-0 11-6 10-4 
Sur-Tax . 51-2 51-0 53°6 57-1 3:7 4-7 
Estate Duties ... 81-3 87-9 88-0 89-0 13°3 9-5 
Stamps _ mi _ 24-1 25°8 29-1 24-2 1-9 1-9 
National Defence Contribution. — oa _ 1-4 — 0-9 
Customs aad .-- | 185-1 196-6 | 211-3 221°6 31-0 29-6 
Excise sia id 104-6 | 106-7 | 109-5 | 113-7 17:3 17-1 
Motor Vehicle Duties 
(Exchequer Share) 5-1 5-0 32: 7* 34-6* 4-1* 4-1* 
Other Tax Revenue ... 3-1 2-1 1-7 1-7 — _ 
Total Tax Revenue 683-4 | 713-2 783-1 841-3 82-9 78°2 
Post Office (Net Receipts) 12-2 11-7 11-0 10-5 6-4 5-6 
Crown Lands én nie 1-3 1-4 1-4 1-3 0-2 0-2 
Receipts from Sundry Loans 4-4 4-9 4-5 5-2 0-3 0-3 
Miscellaneous Receipts 15-1 21-7 24-6 13-5 0-7 0-7 
Total Non-Tax Revenue 33-0 39°7 41-6 31-3 7-6 6-8 
Total Ordinary Revenue 716-4 | 752-9 824-7 | 872-6 90-5 85-0 
Post Office 61-8 66-1 71-9 76-1 6-8 8-0 
Road Fund 26-4 25-8 oun ae one ae 
Total Self-balancing Revenue... 88-2 91-9 71-9 76-1 6°8 8-0 
EXPENDITURE— 
National Debt Interest 211-6 | 211-5 210-9 216-2 38-8 39-0 
Payments to N. Ireland 6°8 7-2 8-0 8-9 0-5 0.5 
Other Cons. Fund Services... 3-6 5°7 3°2 3:1 0-4 0-4 
Post Office Fund aie 2-3 1-1 0-4 — oo _ 
Supply Services 472-2 | 512-0 594-7* 605-0* | 69-6*  84-5* 
Total Ordinary Expenditure 696-5 | 737-5 817-2 | 833-2 | 109-3 124-4 
Sinking Fund 12°3 12-5 13-1 10-5 — _— 
Self-balancing Expenditure 
(as per contra) ws 88-2 | 91-9 71:9 6-1 6-8 8-0 








now a 





rr Vehicle Duties apportioned to Road Fund, treated as self-balancing in 1936-37 
ded to Revenue and Expenditure figures for purposes of comparison. 
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PRODUCTION 
Coal Pig-Iron Steel 
7 Tons mill. | Tons thous. | Tons thous. 

Total 1913 287: , A 
» 1925 243-2 6,262 7,385 
» 1929 257-9 7,589 9,636 
» 1930 243-9 6,192 7,326 
» 1931 219-5 3,773 5,203 
» 1932 208-7 3,574 5,261 
1933 207-1 4,136 7,024 
1934 221-0 5,969 8,850 
1935 222-9 6,426 9,842 
» 1936 228-5 7,686 11,705 
» 1937 —_ 241-2 8,497 12,964 
Total to April, 1937 81- 2,615 4,185 
Total to April, 1938 80-7 2,830 4,193 








BOARD OF TRADE PRODUCTION 


(1930 = 100) 


INDEX NUMBER + 





Mines and Quarries ... 

Iron and Steel 

Non-Ferrous Metals ... 
Engineering and Shipbuilding 


Building Materials and Building 157-1 153: 


Textiles 


Chemicals, Oils, etc. ... 
Leather and Boots and Shoes 120- 


Food, Drink and Tobacco 


Total® ... 


| 
Complete Year 


1936. | 1937. ast Qr. 


94-4, 99 
150-1 166: 


~ 
- 
& 

io) 
_ 
> 
U 

w 


tho 


4 129-6 
115-4 | 124-5 
7 | 118-9 
119-9 


133-1 


oo oo 


| 





122-3 
120-6 


ioe) 


1ll- 


131-3 


1937 


2nd Qr. 3rd Qr. 


100-5 
165-6 
166-7 


133-8 


4th Qr. 


95°6 
165-5 
173-7 
134-9 
160-3 
127°5 
123°8 
117-7 
120-3 


130-4 


1938 


103-9 | 104-1 
177-3 | 168-6 
166-2 


135-3 


~ 
~ 
toa) 


115: 119°5 


3 
8 
125-5 | 127-2 
7 
123-2 


116-0 


136°6 | 132-7 


Ist Qr. 





* Includes paper and printing, gas and electricity, rubber, cement and tiles. 





t Revised quarterly by the Board of Trade. 





S| Of oer 











UNEMPLOYMENT 


(a) Percentage of Insured Workers 











Date 1929 1931 1932 1934 1935 1936 1937 1938 
End of— 
January 12-3 21°5 22-4 18-6 17-6 16-2 12-4 13-3* 
February 12-1 21-7 22-0 18-1 17-5 15-3 12-9 13-2* 
March 10-0 21°5 20-8 17-2 16-4 14-2 11-6 12-9* 
April ‘8 20-9 21-4 16-6 15-6 13°6 10-5 12-9* 
May 7 20-8 22-1 16-2 15-5 12°8 10-7 
June 6 21-2 22-2 16-4 15-4 12-8 10-0 
July ‘7 22-0 22°8 16-7 15-3 12-4 10-1 
August “9 22-0 23-0 16-5 14-9 12-0 9-9 
September 10-0 22-6 22-8 16-1 15-0 12-1 9-7 
October 10-3 21-9 21-9 16-3 14-5 12-0 10-2* 
November 10-9 21-4 22-2 16-3 4-5 12-0 11-0* 
December 11-0 20-9 21-7 16-0 14-1 12-0 12-2* 
* New Basis. 


(b) Actual Numbers Employed and Unemployed (in thousands) 





Number employed ... 
Wholly unemployed 


Temporarily stopped 


Normally in casual 


employment 


Total unemployed ... 


Mar., | Mar., 
1932 1934 
9,549 | 10,058 
2,129 | 1,814 

427 317 

104 94 
2,660 | 2,225 


Mar., | Mar., 
1935 | 1936 
10,200 | 10,689 
1,727 | 1,551 
324 240 
92 88 
2,143 1,879 


Mar., 
1937 
11,310 
1,330 

170 


76 
1,576 


April, | Mar., 
1937 | 1938 
11,394 11,380 
1,232 | 1,356 
131 338 
73 70 
1,436 | 1,764 


April, 
1938 





RAILWAY 


TRAFFIC RECEIPTS 





Great Western 
London & North 
Eastern* 


London Midland & 


ttish 
Southern 


Total ... 





Four weeks ended 


May 23, 1937 
stacy | Goods 
mn. | £mn. 
0-9 1-2 
1-4 | 2-3 
2-2 2-9 
1-4 0-3 
5-9 6-7 


May 22, 1938 
Pas- 

sengers Goods 
£& mn, & mn, 
0-7 1-2 
1-2 2-2 
1-8 2:9 
1:2 0-4 
4-9 6-7 


Pas- 
sengers 


£ mn. 
3:7 
5:8 


8-8 
5°6 


1937 
cents | Fa, 
£ mn. £ mn, 
6-2 3°6 
11-8 5-6 
15-2 8-6 
1-9 5-6 
35-1 23-4 


23°9 


Aggregate for 20 weeks 


1938 


Goods 
£ mn. 
6-2 
11-8 


15-0 
i-S 


34°9 





* The London & North Eastern Railway Returns are made up a day earlier each week 


than the other lines. 
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RETAIL TRADE 
(from the Board of Trade Journal) 
Change in value since same date in previous year 








April, April, April, Mar., 
1935 1936 1937 1938 





By CATEGORIES: Great Britain % % % 70 
: ier i] ‘is . | +10°3 5:0 1-5 — 37 
Food and Perishables ... we | + 83 9-7 + 0-8 | — 1-2 

Other Merchandise of which 

Piece-goods* ... = , - 4°5 - 6:8 11-2 — 2-4 
(i) Household Goods - | + 68 - 2-6 - 53 —17-0 
(ii) Dress Materials ... i - 9] 8-8 +-14-1 - 5*4 
Women’s Wear* an oe | +15°3 - 1.0 - 4°3 2-8 
(i) Fashion Departments ... | +17°8 0-5 +12°5 5-6 
(ii) Girls’ and Children’s Wear | +-10-6 + 33 - 1-2 7-0 
(iii) Fancy Drapery ... . | +14-8 2:5 — 5°3 11-1 
Men’s and Boys’ Wear . | +13°8 2:0 | + 2-9 — 4-9 
Boots and Shoes , . | +21-9 0-8 — 2-8 —10-5 
Furnishing Departments oe | + 9°4 0-4 + 4-6 — 8-4 
Hardware ; + 8+] 6-3 0-6 — 74 
Fancy Goods ... . | +14-6 5-1 — 3-6 - 95 
Sports and Travel wins . | +14°4 1-7 —11-2 —19-2 
Miscellaneous and Unallocated 5-9 7°6 2-0 -10-8 

By AREAS— 

All Categories— 
Scotland j -| + 5-9 7:4 0-3 - 1-2 
North-East -- 1-3 - 3:5 
North-West - + 0-2 — 5-0 
Midlands & South Wales — + 1-9 2-0 
South of England ... oni — _— 0-2 — 1-9 
London, Central & West End + 7-9 - 0-6 8-0 —10-7 
London, Suburban ... -  +14-0 5-8 | — 0-7 | — 38 





* Including some goods which cannot be allocated to sub-headings. 
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OVERSEAS TRADE 
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Imports Exports 
Date rt a ae = 
Food Materials| factured | Total Food A factured Total 

Monthly Average— £ mn. £ mn. £ mn. £ mn. £mn. | £mn. £ mn. £ mn. 
1929 oon ~ 44-6 | 28-3 27-9 | 101-7 4-6 6-6 | 47-8| 60-8 
1930 lies 39-6 | 20-9 25-6 87-0 5-3 5°3 | 36°7 47-6 
1931 34-7 14-4 21-8; 71-8 30; 3:9) 24-3 32-6 
1932 31-1 13-7 | 13:1 | 58-5 2:7 3°6 23-0 30-4 
1933 28-3 15-0 12°6 | 56-3 2-4 3°8 | 23-4 30-6 
1934 28-9 17-5 14-3 | 61-0 2:5 4-0 25+4 33-0 
1935 29-6 17-7 | 15:4 63-0 2-6 4-4 27-4 35-5 
1936 31-9 | 20-7 17-7 70-7 3-0 4-3 28-4 36°7 
1937 36:0 | 26°3 | 22-9) 85-7 3-2 5-4 33-7 43-5 

April, BEE ace 32-9 26:0} 23-6) 83-0 3-1 5-6 33-4 43-0 

April, 1938 ... 32-1 | 21-5 | 19-7] 73:7 2:4| 45| 29-3) 37-3 

SOME LEADING IMPORTS 
Iron and 
: Iron Ore R Ra Hides, Wood Steel 
Date Wheat a .~e Wool W — Pulp Rubber Manu- 
(thous. (thous. (thous. 
(thous. (thous. centalsof centals of (thous. (thous. «entalsof! (thous. 

Monthly Average— cwts.) tons) 100 Ibs.) 100 Ibs.) | cwts.) tons) | 100Ibs.)| tons) 
1929 nin - | 9,514 480 1,283 678 137 330 235 
1930 8,731 363 1,011 652 108 128 326 243 
1931 9,952 185 989 707 106 122 237 237 
1932 8,803 159 1,048 765 105 153 176 133 
1933 9,366 234 1,169 793 120 162 189 81 
1934 8,552 392 1,052 657 116 187 395 114 
1935 8,435 415 1,060 720 141 185 325 96 
1936 8,401 587 1,289 762 157 198 116 124 
1937 8,074 669 1,382 653 157 149 254 170 

April, 1937 ... 7,153 655 1,227 872 124 115 221 88 

April, 1938 ... 6,845 664 1,098 | 1,034 103 136 371 61 

SOME LEADING EXPORTS 
Iror = Cotto » ae 
Date Coot | gad | Mecnlon) Gomme | Bice | Westen | Foss *eexe 
hous. hous. thous. mill. ll. hous. 5. 

Monthly Average— yom ‘can ‘a {bs.) Be - ) = ode ) on (number 
1929 i - | 5022 365 47 11-8 306 A , 991 
1930 4,573 263 40 11-1 201 6,587 | 2,893 1,602 
1931 3,563 165 27 11-4 143 4,694 | 2,479 | 1,429 
1932 3,242 157 25 13-9 183 4,461 | 2,358 | 2,246 
1933 3,256 160 23 15-8 169 5,110 | 2,741 | 2,82 
1934 3,305 188 28 10-9 166 5,745 | 2,772 | 2,904 
1935 3,226 193 32 11-8 162 5,934 | 3,205 3,659 
1936 2,878 184 32 12-6 160 6,523 | 3,304 4,268 
1937 3,363 | 215 37 13-3 160 6,653 | 3,583 | 4,468 

April, 1937 ... 3,242 | 239 39 | 14-8 165 | 5,627| 2,963 | 3,765 

April, 1938 ... 2,715 168 40 10-1 115 3,706 | 1,938 | 4,800 
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PRICES 
1. WHOLESALE PRICES 
D Index Number (Sept. 16th, 1931—100) 
ate 
U.K U.S.A. France Italy Germany 
Average 1929 .. al 150-9 139-4 141-3 146-0 126-1 
1931 ... isa 107-7 103-5 105-5 103-5 101-9 
1932 ... sek 103-5 89-3 92-0 93-1 88-7 
= om 103-5 93-7 87-7 86-6 85-7 
19K ... one 106-4 1ll-1 83-1 84-2 90°4 
1935 ... we 108-1 120-3 78-4 97-2 93-5 
1936 ... = 116-2 121-4 90-6 112-5 95-6 
1937 ... sil 134-6 131-5 127-0 133-4 97-3 
End April, 1937 - 135-9 135-6 120-5 128-7 97-0 
» May, 1937 7 139-3 135-2 119-6 131-4 97-3 
, April, 1938 ons 122-9 116-9 139-9 142-8 97-0 
, May, 1938 oan 120-0 117-2 145-8 _— 969 
Sources: U.K., “ Financial Times”; U.S.A., Irving Fisher; France, Statistique 
Générale ; Italy, Italian Chamber of Commerce ; Germany, Statistiche Reichsamt. 
2. RETAIL PRICES (cost of living) 
Rent Fuel Other All 
Date Food (including Clothing and Items Items 
Rates) Light included | included 
End of 1929 oes 57 52 115 75 80 66 
1931 wire $l 54 90 75 75 47 
1932 ous 23 55 85 70-75 70-75 42 
1933 ad 24 56 85 70-75 70-75 42 
1934 ‘ 25 56 85-90 70-75 70-75 44 ' 
1935 , $l 58 85 75 70 47 ' 
1936 ' 3% 59 90-95 75-80 70 51 
End April, 1937... 36 59 100 75-80 70-75 52 
» Mar., 1938... 37 59 110 80-85 75 54 
, April, 1938... 39 60 110 80-85 75 56 





The figures represent the percentage increase above July, 1914, which is equal to 100. 


3. COMMODITY PRICES (average for month) 





_ Sugar Cotton Wool Pig-Iron, Tin, Rubber 
Date F N Centrifugals American 64's Cleveland Standard Plantation 
Manitoba U.K. Middling | topsavge.| No. 3. Cash Sheet 
per qr. per cwt. per lb. per Ib. per ton per ton | per Ib. 
s. d s. d. d. d. s. d. £ d. 
Average 1929 ... 54 0} 9 0} 10-29 38% 70 44, 20315 10} 
1931 ... 28 2 6 4} 5-08 2351's 58 7 1184 3t 
1932 ...| 30 6; 5 9! 5-29 | 224 | 58 6 | 136% 2 ts 
1933 ...| 28 2 5 4 5-53 28,5, 62 3 19438 3} 
1934...| 31 4 8} 5-66 | 303} | 66 10}| 230 6% 
1935 ... 34 34 4 8 6-69 28 67 10 22534 534 
1936 ...| 38 0 4 8} 6-67 32343 73 0 | 20453 | 78 
1937 ... | 53 114 6 43 6-37 354% 91 10 2437, | % 
' ’ 
May, 1937... 52 7% 6 4 7°28 384 81 0 252 1043 : 
April, 1938 ...| 55 6 411} 4-87 2544 109 0 16834 5H 
May, 1938 _... 46 11 5 0} 4-73 267, | 109 O 16335 543 
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